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chology, sociology, and operations research are incorporated. The treatment is 
oriented around the function of the company’s top marketing executive. 
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evaluation of the principles, policies, 
and procedures involved in the practice 
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text. It summarizes media research, in- 


LYNDON O. BROWN 
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All the fundamentals of marketing and 
distribution research—its methods, uses, 
scientific foundations, and role in busi- 
ness operations. Book highlights the 
findings of leading U. S. corporations, 
showing how to conduct research and 
use findings to improve operating efh- 
ciency and reduce costs. Third Edition 





ade of service of the most widely used 
textbook in the field. Incorporates new 
material on shopping centers, discount 
houses, nonstore retailing, vending ma- 
chine merchandising, etc. “I can think 
of no other book in the field which be- 
gins to compare with it.” Alfred Gross, 
New York University. Instructor’s Man- 
ual available. 33 ills., tables; 798 pp. 
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of scientific sales administration. The 
Third Edition includes many new cases 
designed to develop an analytic ap- 
proach to the solution of basic problems 
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ills., tables: 666 pp. 
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of marketing facts results in optimum 
media strategy. 126 ills., tables; 395 pp. 
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includes a thorough discussion of the 
most recent methods of motivational 
and operations research. “A stimulating 
book, still the classic in the field.” Rich- 
ard §S. Still, University of Rochester. 
“The revision appears to be a sound, 
analytical, and comprehensive study. 
The perspective is broad—with ample 
depth in particulars.” Frank Roberts, 
University of Nebraska. 75 ills., tables; 
561 pp. 
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Basic Text in Advertising 


By Donald W. Davis, The Pennsylvania State 
University. Written in a refreshingly clear style, 
this book presents a complete, up-to-date, easy- 
to-read treatment of ALL advertising funda- 
mentals: the history of advertising, its economic 
and social significance, the steps in its planning 
and production, its uses and place in business 
today, and the trends significant for its future. 
The unequaled research and editorial facilities 
of a publishing house that has been mentor-in- 
chief to the advertising world for more than half 
a century augmented the author’s own 35 years’ 
experience in the practice and teaching of adver- 
tising in the preparation of this highly superior 
text. 


A distinctive treatment of advertising because 
His.» » 


Presents current advertising practices against a frame- 
work of the past and future 

Places major emphasis on the uses of advertising as a 
tool of marketing and selling 

Clearly differentiates procedures for national and retail 
advertisers 

Features up-to-date material in all fields, including the 
rapidly changing radio and TY field 

Emphasizes public relations and the legal and social re- 
sponsibilities of the advertiser 

Provides a glossary of over 600 advertising and allied 
terms 

Contains advertising laws and codes and other up-to- 
date reference data 

Includes a chapter on the qualifications for, and oppor- 
tunities in, advertising 

Contains over 240 illustrations, charts and other visual 
aids 
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665 pages, 614 x 914, cloth, $6.50 


Current Readings in Marketing, New 1957 Edition 


Compiled by George F. Frey and Raymond B. 
Buteux, New York University. This new edition 
brings up-to-date the useful compilation of cur- 
rent articles from Printers’ Ink and other lead- 
ing journals. Expressly designed to supplement 
standard marketing textbooks, it follows the 
general arrangement of those most widely used. 
It fills a gap in the teaching of students by pre- 
senting those aspects of marketing which are the 
most dynamic—and hence the least suited to 
basic textbook treatment. Included at the end 


of each section is a group of questions, designed 
for use in classroom discussions or for homework 
assignments, which the student may use both for 
study and review purposes. The many illus- 
trations, charts and check lists enable the student 
to visualize important ideas and trends. The 
book, which lends itself to marketing courses 
regardless of the text in use, is adaptable to 
either a one or two semester course. 


256 pages, 81 x 11, paper, $2.75 


Marketing Research Pays Off 


Forty Case Histories of Profitable Consumer and Industrial Marketing Research 


Edited by Henry Brenner. The nation’s leading 
marketing research experts describe outstanding 
projects in which they have been involved. Stu- 
dents can benefit tremendously from the wide 
areas and techniques used by these top research 


directors. Each case history describes the prob 
lem and situations generally, tells what research 
was done and reports its application and useful- 
ness. 372 pages, 51% x 814, text price $4.50 


Advertising and Marketing to Young People 


By Eugene Gilbert. A new book in a new field, 
with fascinating case histories. Based on more 
than 1900 nation-wide studies this book defines 
and analyzes the vast youth market from pre- 
schoolers to young marrieds; differentiates the 
college market from that of the very young, the 


school youth and the teen-age working groups; 
shows how to promote and advertise to young 
pecple—guides, pitfalls, preferences and im 
pacts. All these subjects and many more fresh 
ideas are presented 


378 pages, 94 x 61 ‘> $7.50 
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IS If TRUE WHAT THEY SAY ABOUT 
MOTIVATION RESEARCH? 
ROBERT J. WILLIAMS? 


Alfred Politz Research, Inc. 
New York City 


TWO APPROACHES 


OTIVATION research is usually de- 
M scribed as the application of tech- 
niques from clinical psychology to the 
advertising and marketing research field. 
It is often contrasted with the more 
conventional experimental-statistical ap- 
proach. 

The most heated discussions of moti- 
vation research generally revolve about 
the kind of explanation of behavior 
sought by the research, and the relative 
advantages of the adapted clinical tech- 
niques over the statistical-experimental 
techniques in arriving at that explana- 
tion. Motivation research seeks a ‘““why’”’ 
explanation of behavior, and makes use 
of projective techniques and something 
called the “depth” interview to develop 
this explanation. Conventional experi- 
mental-statistical research seeks the 
“what” and “how” explanation of behav- 
ior, and makes use of large samples, 
counting and tabulating. Between the 
two research approaches there is a clear 
difference in the spirit with which the 
research is undertaken, and in some of 
the basic assumptions which underlie it. 
But is there a real operational difference 
between the two approaches, either in 


* Formerly Associate Professor of Psychology, Co- 
lumbia University. 


% 


the kind of explanation of behavior 
sought or in the techniques used; and, if 
so, does the difference indicate a differ- 
ence in the function for which each ap- 
proach is best suited? 

When we ask “why” questions about 
an individual’s behavior, we are accus- 
tomed to receiving an answer in terms of 
some inner process or internal disposi- 
tion of the individual—in short, a mo- 
tive. If we ask, ““Why do you cry?” we 
expect to hear, “Because I am sad.” If 
we ask, ‘““Why do you fight?” we expect 
to hear, “Because I am angry.” If our 
purpose is to gain some kind of rapport 
with the respondent, or to sympathize 
with him, these motivational explana- 
tions may be adequate. However, if we 
are interested in predicting and control- 
ling behavior (obviously purposes of 
marketing research and advertising), 
these explanations will not suffice. We 
must also know why the respondent is 
sad or angry. Or to state the case more 
generally, we need to know what condi- 
tions external to the respondent, and 
observable or manipulable by us are re- 
lated to these inner processes, and how 
they are related, as well as how these 
inner processes are related to behavior. 
A simple illustration may help to make 
the point more clear. 
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Imagine that you have just observed 
a cat walk to a bowl of water and take a 
drink. We might ask, “Why did the cat 
drink the water?” A perfectly reasonable 
and sensible answer might be, “Because 
it was thirsty!” But how do we know that 
the cat was thirsty? Because he drank the 
water! And why did he drink the water? 
Because he was thirsty. Clearly we are 
going in circles. We may not permit our- 
selves to explain behavior by appealing 
to a motive that is inferred from that 
same behavior. 

Suppose now you were given this addi- 
tional fact about the animal: prior to 
his appearance here he has been de- 
prived of water for twenty-four hours. 
Now we can escape our circle. “Why did 
the cat drink?” “Because he was thirsty.” 





inferred from some prior operation on 
that organism. There are, of course, 
other operations that might lead to simi- 
lar behavior, such as a saline or urea in- 
jection. But the important thing is that 
these operations are observed or per- 
formed prior to the to-be-explained be- 
havior. (We shall return to this idea 
shortly.) Note that we can safely drop 
the idea of thirst (or motive) from the 
explanation without in any way destroy- 
ing its good sense: “Why did the animal 
drink?” “Because he had been deprived 
of water for twenty-four hours.” 


Problems of Stimulus—Response 

The following type of diagram appears 
in many elementary textbooks in psy- 
chology. In a limited sense it applies to 


STIMULUC” = gs asm RESPONSE 


ORGANISM 





“How do you know he was thirsty?” “Be- 
cause he had been deprived of water for 
twenty-four hours.” 

What is the function of the word 
thirsty in this explanation? It refers to 
a state of the organism (a motive) that is 





what we have said about the cat, and it 
is sometimes used to describe the pur- 
pose and intentions of advertising and 
marketing research. 

The diagram suggests that we can pre- 
dict a response to a given stimulus only 
when we have some knowledge of the 
“state of the organism” indicated by the 





BELIEF 
ATTITUDE 
INTERVIEW VERBAL 
—___— MOTIVE > a 
SITUATION PERCEPTION RESPONSE 
ETC. 
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question-mark in the oval. For example, 
in order to predict the cat’s response of 
“drinking” in the presence of the stimu- 
lus “‘water,” we need to know about an 
internal condition of the cat to which we 
give the name “‘thirst.’’ For the case of a 
person being interviewed for a market- 
ing study, the preceding diagram may be 
rewritten; or for the case of a person 
making a purchase it may be rewritten 
as on p. 126. Or for the case of a person 
making a purchase it may be rewritten: 


tual sets, etc., which have been entered 
in the box are here identified as some of 
the “intervening variables” important in 
marketing research or buying behavior. 
Motivation researchers are in the acutely 
uncomfortable position of having to de- 
rive information about these intervening 
variables from the very behavior which 
they are called upon to explain! How- 
ever, these variables “intervene” only so 
long as we think of them as angels or 











AD OR 


PRODUCT 





BELIEF 
ATTITUDE 
MOTIVE 
PERCEPTION 
ETC. 


BUYING 


BEHAVIOR 








ORGANISM 


It is worth noting that these two di- 
agrams represent quite different stimulus 
and response situations. So far as can be 
determined, very little research has been 
done to find out what sort of relation 





ANTECEDENT 


CONDITIONS =m 
PRESENT 


STIMULUS 





exists between the two. Until such re- 
search is carried out, inferences about 
buying behavior from responses to an 
interview situation must involve consid- 
erable risk. 

The beliefs, attitudes, motives, percep- 








demons within the organism. The sensi- 
ble way to think of them is as states of 
the organism produced by some prior 
operation or antecedent condition. The 
diagram may then be rewritten as: 


C?) See RESPONSE 


For our cat, the antecedent condition is 
“deprivation of water for twenty-four 
hours.” This antecedent condition, and 
the presence of the stimulus “water” is 
all that we need to know in order to be 
able to predict the response of “drink- 


ing. 
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Applications to Marketing 


For advertising or marketing research, 
the kind of antecedent conditions or 
prior operations in which we should be 
most interested are, of course, those fac- 
tors which can be manipulated by the 
advertiser or producer. In short, we 
should be most interested in what factors 
external to the consumer and controlla- 
ble by the advertiser are related to buy- 
ing behavior and how they are related. 

Note that in the revised diagram the 
question-marked oval has shrunk to an 
unimportant size. Research that relates 
buying behavior only to “underlying 
processes within the consumer’”’ has done 
just part of the job. It is equally impor- 
tant to find the relation between these 
underlying processes and the antecedent 
conditions which produce them. When 
that is done, the “underlying process” or 
motive may be safely dropped out of the 
picture, just as we could reasonably elim- 
inate thirst in our explanation of why 
the cat drinks water. 

Those attitudes, motives, and underly- 
ing processes which cannot be related to 
manipulable antecedent factors are of 
no interest to the advertiser or producer. 
Suppose, for example, that you are doing 
a study of toilet soaps. You would give 
your client very poor service if you told 
him that “people don’t buy Brand X 
because they don’t like it.” You add very 
little to that statement by garnishing it 
with an underlying process: “People 
don’t buy Brand X because they have 
hostile attitudes toward it.” If you find, 
however, that people do not buy Brand 
X because it is too slippery, you haye im- 
proved your service. But you add little 
even to that improved service by going 
back inside the organism and discover- 
ing that their distaste for slippery things 
is related to a history of punishment by 
the parents for naughty conduct. Even if 
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such a statement could be supported by 
fact, the antecedent condition of pa- 
rental approval is not one a producer is 
likely to be able to control effectively. 

Motivation research derives its name 
from the fact that it deals with motives. 
If these motives are conceived of as in- 
ner processes which determine behavior, 
without concern for the antecedent con- 
ditions producing them, then motiva- 
tion research is of little service to the 
advertiser or producer interested in pre- 
dicting or controlling buying behavior. 
If, on the other hand, the “motives” are 
thought of as conditions of the organism 
produced by some antecedent condition 
or prior operation on the organism, then 
the researcher is obliged to find out what 
these conditions may be and how they 
are related to buying behavior. For re- 
search purposes, then, all “why” ques- 
tions about behavior must be recast in 
the form of “how and what’ questions! 
The explanation of behavior offered by 
motivational research then becomes iden- 
tical with that offered by the experimen- 
tal-statistical approach. 


A DIFFERENCE IN TECHNIQUES? 


Is there really a difference in the tech- 
niques used by the two approaches? Mo- 
tivation research we have described as an 
application of clinical techniques and 
methods to marketing problems, partic- 
ularly the so-called “depth” interview 
and projective devices. By contrast, the 
emphasis in conventional experimental- 
statistical market research is said to be 
on counting, tabulating, and statistical 
procedures. 


“Depth” and “Projection” 


However, there is very little to dis- 
tinguish the two approaches in terms of 
“depth” and “projection.” Depth is an 
attractive, but meaningless word. In any 
situation (marketing or clinical) we ob- 
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serve a Class of events which we call stim- 
uli, and another class which we call 
responses. In the survey situation the 
stimuli may be questions or other verbal 
behavior, pictures, ink-blots, and the 
like. The responses consist of verbal re- 
ports or answers, pointing, nodding the 
head, perhaps blushing, winking, or fidg- 
eting. There is, however, no clearly de- 
fined class of stimuli which psvchologists 
have agreed to call depth stimuli, nor 
any clearly defined class of responses 
which psychologists have agreed to call 
depth responses. Until the notion of 
“depth” can be more clearly stated, we 
cannot make distinctions which hinge 
on that term. 

The word “projection,” however, does 
have some meaning. But it is not at all 
necessary, in eliciting projections, for the 
stimulus to be unstructured or for re- 
sponses to be unrestricted. Some of the 
so-called projective techniques (such as 
sentence completion) impose arbitrary 
and unestimated restrictions on re- 
sponses. On the other hand, with appro- 
priate instructional sets, a fully struc- 
tured “yes-no” type of self rating may 
be used as a projective instrument. Con- 
sider, for example, this question which 
has appeared on almost every personality 
inventory since the Woodworth Personal 
Data Sheet: “Do you frequently have 
headaches?” Responses are restricted by 
the form of the question to “Yes” or 
“No.” The response clearly depends on 
how the subject interprets (or what he 
projects into) the word frequently in 
this context. This is perhaps a trivial ex- 
ample, but we have no reason to believe 
that projections so elicited are any less 
important than those elicited by ink- 
blots. 

We will not profit from trying to make 
a distinction between different “levels” 
of projection, or between projections 


which differ in “‘significance.” Such a 
distinction would hinge upon the iden- 
tification of classes of stimuli and/or 
classes of responses which could define 
the “level” or “significance” of projec- 
tion. Since such a definition is lacking, 
we would do best to avoid making dis- 
tinctions in these terms. 

We have rejected both “depth” and 
“projection” as distinguishing motiva- 
tion research from experimental-statis- 
tical research. How then shall we de- 
scribe the difference? Operationally the 
difference is simply in the degree of con- 
trol of the stimulus for the subjects, and 
in the degree of restriction imposed on 
the response. 


A Research Continuum 


All research techniques may be ar- 
ranged along a continuum which repre- 
sents the degree to which the stimulus is 
structured for the subject, and the extent 
to which responses are restricted. Stimu- 
lus material such as ink-blots, thematic 
pictures, or cartoons represent differ- 
ences at one end of the continuum. 
These stimuli are deliberately made 
more or less vague and ambiguous. In- 
structions are general, and the subject is 
given the widest possible latitude of re- 
sponse. Further along the continuum, 
word-association techniques, sentence 
completion, and open-end questions rep- 
resent increasing degrees of structure in 
the stimulus material and related restric- 
tions in the probability of certain re- 
sponses by the subject. Following the 
continuum still further we arrive at the 
“‘yes-no” question or similarly restricted 
response situation so typical of many 
personality questionnaires and market- 
ing studies. 

No portion of this continuum can, in 
itself, be evaluated as good or bad, useful 
or useless, practical or impractical. How- 
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ever, the degree to which stimuli are 
structured and responses are restricted 
influences many other aspects of the re- 
search. Given the broadest possible lati- 
tude, each subject’s responses can be 
expected to be unique and different 
from any other subject’s responses. This 
makes pre-coding of responses impossible 
and post-coding or tabulating extremely 
awkward, subjective, and difficult. Highly 
trained and skilled professional help is 
required both in the delivery of the 
stimuli and in the interpretation of the 
responses. Budgeting and time limita- 
tions, as well as the shortage of profes- 
sional assistance, make the use of large 
samples extraordinarily costly and im- 
practical. 


Problems of Sampling 


Motivation researchers are quite ready 
to admit that they use small samples, 
sometimes no larger than fifty or one 
hundred persons. Some will even ac- 
knowledge that their respondents are 
selected in terms of cooperativeness. But 
even if there is no deliberate selection of 
respondents, it seems almost inevitable 
that the more productive, the more 
highly verbal, the more extroverted re- 
spondent will be over represented in the 
total data. 

These inadequacies in sampling may 
be justified in two ways: (1) motivation 
research deals with absolutes of motiva- 
tion which are the same for everyone; 
and (2) motivation research does not 
have as its object quantitative or “nose 
counting” results. Neither of these justi- 
fications seems to be adequate. 

If we could deal with motivational ab- 
solutes there would be no need for any 
sample larger than one person; a sample 
of fifty would be a ridiculous extrava- 
gance. The researcher himself should be 
able to produce all of the material from 


the depths of his own soul (and, after all, 
what more expert respondent or more 
dependable analyst could he find?). In 
contemporary psychology, however, there 
are no motivational absolutes. The rea- 
sons for any specific responses are to be 
sought in the history of the organism, 
and not in the germ plasm. Within a 
given culture there are, to be sure, ex- 
periences of reward or punishment for 
certain classes of behavior in the histories 
of the individuals which will be common 
to large segments of that culture. But 
one of the objects of research should be 
to determine how common those experi- 
ences (Or motives) may be—and research 
should not assume at the outset that they 
are universal. 

A lack of interest in quantitative re- 
sults does not excuse us from the respon- 
sibility of sampling the population to be 
studied adequately. The purpose of sam- 
pling is not to increase numbers nor to 
add quantitative elegance, but to give us 
some assurance that statements made 
about the sample can be projected to the 
population. Whether the statements are 
quantitative or qualitative, the respon- 
sibility of sampling remains. 


Errors with Projective Techniques 


Let us return to the notion of projec- 
tion. Since projective techniques are 
available with either restricted or unre- 
stricted response possibilities, we cannot 
distinguish between the various ap- 
proaches to consumer research in their 
use (or misuse) of projective devices. 
Nevertheless, projection may enter into 
consumer studies in unexpected ways. 
Let us see how it may operate in a full 
scale “non-directive” interview, replete 
with thematic pictures, ink-blots, and 
cartoons. 

The free-wheeling, projective situation 
may be rather loosely described as fol- 
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lows: the subject is presented with an 
unclear, unstructured, ambiguous, or in- 
complete stimulus situation, and is re- 
quired to structure, clarify, or complete 
it. His response, presumably, is con- 
trolled in part by the stimulus and in 
part by his previous history (or inner 
processes). In short, in clarifying the 
stimulus, the subject must contribute 
something of himself. 

However, the productions of the sub- 
jects in this kind of projective situation 
are by no means clear, unambiguous, or 
perfectly structured. The researcher, 
when he sits down to interpret them, is 
confronted with an unclear, unstruc- 
tured, ambiguous and incomplete stimu- 
lus situation, and is forced to structure, 
clarify, or complete it. His analysis, 
therefore, is controlled in part by the 
stimulus and in part by his previous his- 
tory (or prejudices, theoretical biases, 
pre-conceptions, and “intuitions’”). In 
short, in clarifying the stimulus he must 
contribute something of himself. The ic- 
searcher, in analyzing the responses of 
his subjects, is in fact taking a projective 
test! There is nothing in the marketing 
research situation that exempts the re- 
searcher from the projective mechanism. 

In a clinical situation the projective 
error may be serious enough. The inter- 
preter may contribute about 50 per cent 
to the over-all evaluation. In a market- 
ing research situation the effect is crush- 
ing. In any kind of cumulative summary 
(quantitative or qualitative) variable fac- 
tors tend to cancel one another out and 
constant factors sum. When a single in- 
vestigator interprets fifty or more re- 
sponse protocols, the constant factor in 
each one is clearly the investigator. 


Direct-Inquiry Questionnaires 


The point is worth dwelling on. Ex- 
perimental-statistical research is some- 


times criticized because the construction 
of a direct-inquiry questionnaire is said 
to reflect the attitudes and preconcep- 
tions of its author. In a very large meas- 
ure this is true. The construction of a 
direct-inquiry questionnaire would be 
difficult and fruitless indeed if the re- 
searcher did not have some hypotheses to 
guide his selection of topics and the 
phrasing of questions. Most question- 
naire designers are not averse to drawing 
heavily upon their own personal experi- 
ences, feelings, and beliefs, or consulting 
their wives and associates, in develop- 
ing ideas. Frequently these hypotheses 
are derived from pilot studies of variable 
elaborateness and scope, which have all 
the earmarks of “motivation research.” 

The final version of the questionnaire, 
however, is an instrument for testing 
those hypotheses. The analysis is carried 
out by indifferent machines. The ques- 
tionnaire, moreover, is a public instru- 
ment, and the interpretation of responses 
elicited by it is a public act, which any- 
one may examine for bias. Split-ballot 
methods and other techniques have been 
developed to deal with dubious cases. 
Once the questionnaire is out of the au- 
thor’s hands, he is no longer able to in- 
fluence the results. Have any similar 
protective devices been developed for 
eliminating the projective error from 
non-directive interviews? 

We might take note now of the way 
in which insights, hunches, intuitions, 
or hypotheses enter into marketing re- 
search. In non-directive interviewing the 
hypotheses are introduced in the analysis 
of the results (via the projection error) 
after the data have been collected. In 
constructing a direct-inquiry question- 
naire the hypotheses are introduced be- 
fore any data have been collected at all. 
The point at which hypotheses are intro- 
duced is crucial to any kind of research. 
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Certainly it is not permissible to present 
hypotheses as the conclusions or findings 
of a research effort. In academic research 
this is a cardinal sin; in the profession of 
psychology it is a breach of ethics; and 
in business it is a fraud. 

In summary, motivation research dis- 
tinguishes itself from the conventional 
experimental-statistical approach in its 
more frequent use of unstructured stim- 
ulus material and in permitting the sub- 
ject greater freedom of response.? The 
use of less structured stimulus material 
imposes a practical limit on sample size, 
thus eliminating the possibility of mak- 
ing inferences about the population 
studied. The type of analysis required 
of “free” responses places the researcher 
in the dangerous position of inserting his 
hypotheses after the collection of data, 
and of “explaining” the responses by 
mechanisms inferred from those same 
responses. 


A DIFFERENCE IN APPROACHES? 


Is there a difference between the two 
approaches in the function of the re- 
search? In business, as in any other hu- 
man activity, to stand still is to move 
backward. The manufacturer-advertiser, 
if he is not going to stand still, needs a 
continuous input of information about 
what courses of action may be possible 
to him for development or promotion. 
For this information he may turn to psy- 
chologists or to other experts. New ideas 
may result from the genius and insight 
of a single individual, or they may be 
developed in a rather elaborate market 


? Actually the distinction which looms so large in 
the ideality of discussion is not so pronounced in 
the reality of actual researches. Almost all “motiva- 
tion” studies make use of some statistical techniques; 
and almost all “statistical” studies make use of open- 
end questions, probes, and other indirect methods. 


study. Crystallizing these ideas, discover- 
ing what courses of action are possible, is 
a truly creative process; and any tech- 
nique that is helpful in producing fuel 
for the creative fires is legitimate, from 
gazing into a crystal ball to non-directive 
interviews of 10,000 housewives. 

But finding out what courses of action 
are possible is only the beginning of re- 
search. The next step is to attach to each 
one of the possible courses of action its 
probability of being productive of in- 
creased returns. Since some courses of 
action may involve considerable risk or 
require sizable investment, this step de- 
mands the use of carefully designed ex- 
periments using the most exact tech- 
niques at our command. 

The factors which contribute to 
buying or not buying a product are so 
varied that no single approach to the 
study of a marketing problem can hope 
to deal with all of them. For example, 
the original choice of a brand of ciga- 
rettes may be determined entirely by 
chance circumstances, such as adopting 
the brand of a friend. Later, the original 
random choice may develop into un- 
swerving loyalty. To link this choice or 
the loyalty to “motivational factors,” 
early toilet training, or “deep” person- 
ality trends will not greatly help the 
advertiser or producer of cigarettes. Buy- 
ing or not buying may also depend on 
such non-motivational factors as availa- 
bility of the product (a distribution 
problem), its functional utility (a de- 
sign problem), and many other factors. 
In short, “motivation” (or whatever may 
be the practical equivalent of that term 
for marketing studies) is just a fraction 
of the problem which a thoroughgoing 
marketing investigation would cover. 

The preferences, interests, attitudes, 
and beliefs of the consumer are not, to 
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be sure, an unimportant fraction of the 
problem of consumer behavior. How- 
ever, the advertiser or producer is rightly 
interested not in the words used to de- 
scribe these conditions, but in such ques- 
tions as, “How widespread is the prefer- 
ence?’’, “Does it differ from one section 
of the country to another?’”’, “Will ex- 


ploitation of this belief antagonize more 
consumers than it persuades?”’. 

These are just a few of the practical 
questions which should be answered 
quantitatively. They demand the use of 
representative samples, tabulating proce- 
dures, and precise experimental and sta- 
tistical techniques. 





THE USE OF STRUCTURED TECHNIQUES 
IN MOTIVATION RESEARCH 
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DONALD T. CAMPBELL, Department of Psychology 

Northwestern University 


THE PROBLEM , 


ib yosnny the past several years individ- 
uals engaged in marketing research 
have borrowed heavily from the clinical 
psychologist’s battery of “projective-test” 
and “depth-interview” techniques to 
measure consumer motives.! 

But some researchers have raised se- 
rious objections to the use of these 
“new” techniques.? They point out that 
these techniques were developed to ob- 
tain intensive information from a single 
individual over a long period of time 
and that it is difficult and perhaps im- 
‘possible to get such data from typical 
consumers on the basis of doorstep inter- 
views. 

The strain on respondent cooperation 
is great, biasing the sample towards the 
idle, articulate, and garrulous. The need 
for interviewers trained or even willing 
to conduct such research provides a bias 
toward large urban centers where such 
interviewers are available. These diffi- 
culties often lead to samples that are 
small (ten to fifty respondents) and also 
incredibly informal. The interviews can- 
not easily be quantified because of small 

*For a classification of methods see Donald T. 
Campbell, “The Indirect Assessment of Social At- 
titudes,” Psychological Bulletin, XLXII (January, 
1950), pp. 15-38, and “A Typology of Tests, Projec- 
tive and Otherwise,” Journal of Consulting Psy- 
chology, XXI1 (June, 1957). 

*See N. D. Rothwell, “Motivation Research Re- 
vised,” THE JOURNAL OF MARKETING, XX (October, 
1955), Pp. 150-154. Also see “Politz Tags Motiva- 
tion Research ‘Fake,’ ‘Hah!,’ Hahs Dichter Group, 
Advertising Age (September 19, 1955), Pp. 3- 
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samples and because “answers” vary 
greatly from respondent to respondent. 
Advocates of the new techniques reply 
that their methods turn up ideas which 
can be obtained in no other way. Is this 
really true? 


Borrowing from Psychology 


In borrowing from the psychological 
clinic, an assemblage of features has 
been adopted en toto, without much re- 
gard for their appropriateness to the par- 
ticular marketing research situation. 
These features include: 


1. The aim of diagnosing consumer mo- 
tives rather than past consumer actions. 

2. The aim of diagnosing consumer mo- 
tives of which the consumer himself is 
unaware. 

3. The aim of diagnosing consumer mo- 
tives, attitudes, intentions without the 
consumer being aware that this is be- 
ing done. 

4. The aim of assessing the respondent's 
“product image,” “image of the typical 
user,” “phenomenological field,” “idio- 
syncratic perspective,” etc. 

5. The introduction of biological and so- 
cially unacceptable motivational con- 
siderations such as sex, toilet-training, 
and nursing as motivational residues 
affecting consumer choice. Greater at- 
tention to selfishness, greed, envy, pres- 
tige, sadism, love of violence, etc. 

6. The employment of free-response, 
open-ended, unstructured interviews. 
7. The shift of interviewing effort so that 
more time is spent on fewer respond- 

ents. 
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8. The shift of balance between prepara- 
tion and analysis effort, so that more 
time is spent on analyzing responses 
and less on preparing questions. 

g. The reduction of the proportion of 
interviewing and analysis effort which 
can be delegated to conscientious but 
uninsightful (uninspired, unindoctri- 
nated) clerical workers. 

10. The virtual abandonment of the effort 
to specify the frequency of given ac- 
tions, motives, and attitudes in the con- 
sumer population, and the substitution 
of the more modest goal of learning 
about some of the motives that at least 
occasionally occur. 


The authors believe that the first five 
innovations may be adopted without the 
second five: that the “what question” 
issue is separable from “how asked.” 

In the shift to “motivation research” 
the traditional structured survey meth- 
ods were discarded without any serious 
attempt to modify them to ask the new 
questions. It is the purpose of this article 
to show that some of the insights on hu- 
man beings turned up by the newer 
techniques might also be found through 
a more imaginative application of the 
older structured techniques which lend 
themselves better to controlled samples 
and to the type of interviewers and data 
analysts readily available. At the very 
least, the authors feel that the more tra- 
ditional methods can be used to extend 
and better confirm the findings obtained 
by the newer techniques. 


INSTANT-COFFEE STUDY 


One of the classics in motivation re- 
search is the study by Mason Haire.* He 
reported that direct questions on why 
people did not use instant coffee indi- 
cated a dislike of the flavor. Haire then 
developed a Thematic-Apperception- 


* Mason Haire, “Projective Techniques in Market- 
ing Research,” THE JOURNAL OF MARKETING, 14 


(April 1950), pp. 649-656. 


Test type of approach to the problem. 
Two groups of fifty people each were 
shown shopping lists. One group was 
shown a shopping list which included 
instant coffee on it; the other group was 
shown the same list except that drip- 
ground coffee replaced instant coffee. 
Respondents were asked to describe the 
housewife who made up the shopping 
list. From a comparison of the answers, 
Haire drew conclusions about what peo- 
ple thought of housewives using instant 
coffee. 

Although Haire does not describe the 
field work and sampling methods used, 
it would appear that the usual difficulties 
of motivation research were encoun- 
tered. It would be difficult to get coop- 
eration from a controlled sample; field 
work would have to be handled by a 
specially trained force, would be slow 
and costly; and tabulation and analysis 
would be laborious. 

In the present study, data on what 
people think of housewives who use in- 
stant coffee were secured through a 
structured, more direct type of question- 
ing. The comparison is not precise since 
Haire’s study was made prior to April, 
1950, apparently in the Bay Area of Cali- 
fornia, while the present study was made 
in Chicago in February, 1955. Neverthe- 
less, the results are surprisingly similar 
and suggest that further efforts along the 
line of using more of the structured type 
of approach might be productive. 


Study Design 


The sample in the present study was 
made up of housewives (N = 199) se- 
lected by probability methods from se- 
lected Census tracts in Chicago. The 
questionnaire consisted essentially of 
three questions: 


(1) “Have you prepared coffee in the last 
week?” (If yes): 
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(2) “The last time you prepared coffee, 
which method did you use—percolator, 
drip method, vacuum method, instant 
coffee, or some other method?” 

(3) “Now I would like to read off a list of 
different types of people. After each 
one, will you tell me whether you think 
that person prepares coffee by one of 
the regular methods or by using instant 
coffee?” (The interviewer then read off 
such types of individuals as the best 
cook you know, the poorest cook you 
know, a thrifty housewife, a housewife 
who is not thrifty, a lazy housewife, a 
housewife with lots of energy, an eld- 
erly single woman, a widow living on a 
small pension, the wife of a business 
executive, and a married woman who 
has a job outside the home. A total of 
nineteen “types” were read to respond- 
ents.) 


These are questions that could be han- 
dled by the typical field interviewer un- 
der conditions permitting normal sam- 
pling procedures and routine tabulation. 


Results 


Haire’s first study showed that house- 
wives thought women who used instant 
coffee were lazy, poor planners of pur- 
chases, spendthrifts, and poor wives.‘ 
Data from the present study tend to sup- 
port Haire’s findings; that is, respond- 
ents associate instant coffee with the 
same types of persons to the degree indi- 
cated below: 


Lazy howmstwike .......cccccccvece 86% 
Housewife who dislikes to cook .... 75% 
Woman who likes to sleep late .... 67% 
BE GOR. oc recncncaswcansececese 51% 


On one point findings from the pres- 
ent study do not agree with Haire. He 
found that women believed thrifty 
housewives would not be likely to use in- 
stant coffee. In the present study, thrifty 
housewives as instant coffee users re- 


* Haire, same reference as footnote 3, p. 652. 


ceived no more “votes” than did spend- 
thrifts (30 per cent and 31 per cent). Re- 
spondents, however, were more in doubt 
about the housewife who was not thrifty 
—32 per cent reported “don’t know’”’ as 
compared to 10 per cent for the thrifty. 
In a further question, respondents were 
asked whether they thought instant cof- 
fee was cheaper than coffee made by the 
vacuum method. Forty-four per cent 
thought instant coffee was cheaper, and 
only 17 per cent thought vacuum- 
method coffee cheaper. Thirty-nine per 
cent thought there was no difference or 
didn’t know. If this same opinion was 
held in Haire’s universe, it would be 
hard to interpret his findings as support- 
ing his “spendthrift” conclusion. 

In Haire’s second study, he compared 
the opinions of women who buy instant 
coffee (as determined by a pantry check) 
with the opinions of those who do not 
buy instant coffee. His results were as 
shown in Table 1. 


TABLE 1° 


OPINIONS OF WOMEN WHO BUY 
NESCAFE VERSUS 
THE 
OPINIONS OF THOSE WHO DO NOT 
BUY NESCAFE 


INSTANT COFFEE 


In Not in 
Woman who buys Nescafe house house 
is seen as: (N = 32) (N= 18) 
errr err erry ere 78% 28% 
ferries 0 ll 
Cannot cook or does not like to 16 55 
Plans balanced meals ......... 29 ll 
Good housewife, plans well, 
cares about family .......... 29 0 
Poor housewife, does not plan 
well, does not care about 
eee Terr rere rer ee 16 39 
DAE vpcnvacdrsnecnsqetsannene 19 39 


In the present study respondents were 
separated into users (N = 19) and non- 
users (N= 158) of instant coffee on 
the basis of whether or not they re- 
ported using instant coffee the last 


* Haire, same reference as footnote 3, p. 655. 
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time they made coffee. The findings 
agree with those given by Haire so far 
as economy is concerned. Fifty-eight 
per cent of the housewives who use in- 
stant coffee thought a thrifty housewife 
would use this type of coffee; only 27 per 
cent of the non-users thought so. Haire’s 
figures were 70 per cent and 28 per cent. 
The relative values are reversed in both 
studies for spendthrift housewives. 

Haire found a large difference between 
users and non-users of instant coffee on 
the question of the poor cook. Only 16 
per cent of the users associated instant 
coffee with a poor cook, but 55 per cent 
of the non-users did. In the present 
study, comparable percentages were 42 
per cent and 52 per cent for the poor 
cook, and g5 per cent and 8g per cent for 
the woman who dislikes to cook. The 
latter data show less difference between 
the two groups than do Haire’s. 

Results relative to the housewife who 
is a good planner and who is interested 
in her family are similar in the two 
studies. On the question of whether or 
not women thought instant coffee users 
are lazy, Haire found a difference of 
opinion between the two groups (19 per 
cent and gg per cent) ; but in the present 
study practically no difference showed 
up (80 per cent to 86 per cent). 


HOT-CEREAL STUDY 


The authors have used approaches sim- 
ilar to the one described above on sev- 
eral other occasions. Unfortunately data 
from “‘identical’” studies using the newer 
motivation research techniques are not 
available and, thus, no comparison can 
be made as was done with Haire. It is 
thought, however, that a brief report of 
one such study will be of some value 
since it might suggest additional ways of 
using a structured approach to certain 
motivational research problems. 


One part of a hot-cereal study was de- 
signed to obtain a stereotype of the per- 
son who eats hot cereal. The following 
question was asked of over 1,200 re- 
spondents: 


“Now we'd like to find out what kind of 
people you think eat hot cereal the most. 
For each of the following groups indicate 
whether you think they eat a lot of hot 
cereal, a little hot cereal, or practically no 
hot cereal.” (Interviewers then read off such 
types of persons as city people, farmers, 
"teen-age girls, ‘teen-age boys, men, women, 
children, doctors, lawyers, airplane pilots, 
and elderly people.) 


Most respondents had a stereotype of: 
the person who eats hot cereal. Definite 
patterns developed. Thus, about two- 
thirds of the respondents believed that 
children, farmers, athletes, poor people, 
and elderly people eat a lot of hot cereal. 
Over half thought that movie stars ate 
practically none, and one-third thought 
the same of rich people and ‘teen-age 
girls. Doctors, lawyers, and airplane pi- 
lots are the ones for whom the most 
“don’t knows’ were given. Males are 
thought to eat more hot cereal than fe- 
males. It is considered to be good for 
those doing physical work. Significant re- 
gional differences were found, with the 
South having the most favorable attitude 
(each type of person is thought to eat 
more) and the Northeast being the least 
favorable. There was little difference by 
city size, but income did appear to influ- 
ence results. 

Note that this question, although 
structured, tapped the respondent's “phe- 
nomenological field” of “view of the 
world.” The respondent's product image 
and image of the typical user has been 
delineated. Note also the degree of in- 
direction or disguise involved: the re- 
spondent has not been asked to report 
on his own attitudes and reasons for 
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cereal buying—rather he has been asked 
to report on the nature of the external 
world as he sees it. These invaluable fea- 
tures of the typical projective technique 
are thus, in part at least, available in this 
structured format which is appropriate 
for use with large-scale opinion sampling. 


Information and Misinformation Tests 


The questions about hot-cereal usage 
in various groups were in a sense factual; 
that is, they asked the respondents about 
matters for which “right” answers poten- 
tially existed. If unconscious attitudes 
are of interest, they can be diagnosed by 
the direction of the wrong answers as 
well as by the selectivity of the right an- 
swers in a person’s responses to a bona 
fide information test. The reasoning here 
is that these unconscious attitudes are 
very often “projected” into the biases in 
what a person regards as facts.® In the 
hot cereal study, several questions of this 
more explicitly informational nature 
were employed. The general order was 
as follows: 


“How much do you think it costs for the 
hot cereal alone in an average bowl of 
cereal such as you’d serve for breakfast?” 


Yd or less, Vag, 34¢, 1¢, 2¢, 3¢, 4¢, 5¢, 6¢ 


plus—Don’t Know 


“Which of the following cereals do you 
think costs more per serving than a hot 
cereal and which costs less?” 

“Do Corn Flakes cost more or less than 
hot cereal?” 

“Do Wheaties cost more or less than hot 
cereal?” 

“Do Cheerios cost more or less than hot 
cereal?” 


*See Donald T. Campbell “The Indirect Assess- 
ment of Social Attitudes,” same reference as footnote 
1. Also see Kenneth R. Hammond, “Measuring At- 
titudes by Error-Choice,” Journal of Abnormal and 
Social Psychology, XLIII (January, 1948), pp. 38-47. 


Questions similar to the last one above 
were asked on the vitamin quality, the 
protein content, and the fattening as- 
pects of hot cereal versus selected brands 
of cold cereal. As a result of these ques- 
tio. 1s, certain interesting and useful find- 
ings were obtained. For example, non- 
hot cereal users (younger age groups liv- 
ing in the larger cities) exaggerated the 
costs for an “average” bowl of hot cereal. 
With respect to perceived vitamin con- 
tent, differences were found between 
users, regions, and city-size groups. Thus, 
the larger the city size, the better was the 
vitamin rating for dry cereals. These 
structured questions and others focused 
more directly on motives were judged in 
this case to have provided evidence on 
the consumer product and user image 
comparable to, but more precise than, 
what would have been provided by more 
“typical” research procedures. 


CONCLUSIONS 


In recent years some individuals en- 
gaged in marketing research have bor- 
rowed heavily from the clinical psychol- 
ogist in an effort to find techniques to 
measure consumer motives. Other re- 
searchers have viewed this “borrowing” 
with much concern and have been 
quick to point out the limitations of the 
new techniques. In the shift to motiva- 
tion research, the traditional structured 
type of questionnaire was quickly dis- 
carded without any real attempt made to 
determine whether it was worthy of 
modification. It is our belief that the 
more traditional structured methods still 
can be of considerable value in attempt- 
ing to gain data on consumer motives. 

At this point the reader may well point 
out that it is one thing to build a tightly 
structured approach when findings are 
already available (as in the Haire study), 
and quite another literally to start from 
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scratch and get the same results. Others 
might contend that the results reported 
in this article only prove what they have 
long argued—namely, that it is not neces- 
sary to employ large samples to obtain 
correct results with the newer tech- 
niques. 

Both criticisms are valid, but the au- 
thors would contend that it is possible 
to obtain useful motivational data us- 
ing nondisguised-structured techniques, 
which have certain operational advan- 
tages over disguised-nonstructured tech- 
niques. It is not always necessary to have 
“findings” from a Haire type study 
available on which to construct a more 
structured approach. For example, in the 
hot-cereal study, a structured-question 
approach revealed that most respondents 
had a stereotype of the person who eats 
such a product. Definite patterns were 
in evidence. Thus, the respondent's classi- 
fication of the world of hot-cereal eaters 
was to some extent revealed. Further, the 
respondent’s image of the product and 


its typical user was brought into focus. 
In addition, information and misinfor- 
mation tests were used to get at certain 
unconscious attitudes such as those per- 
taining to vitamin quality and protein 
content in hot versus cold cereals. 

Any study, regardless of the tech- 
niques employed, reflects the use of the 
researcher's hypotheses and imagination. 
One could even argue that the more 
traditional methods frequently offer an 
easier way of testing hypotheses. In any 
event, it is not our intent to present these 
findings on an “either-or” basis. Cer- 
tainly, there are times (perhaps even a 
majority of times) when the research can 
be accomplished only through a use of 
the newer techniques. What the authors 
do contend is that there are opportuni- 
ties to make effective use of the tradi- 
tional techniques in motivation research. 
At the very least, such techniques fre- 
quently offer an opportunity to validate 
the small study results by using a larger 
and better controlled sample. 
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THE PROBLEM 


o the food broker with a retail mer- 
‘Lassie force, the outstanding 
single fact which affects his day-to-day 
operation is the following: that an in- 
creasingly larger percentage of retail 
food sales passes through the hands of 
fewer, and very much larger, retail out- 
lets. And nothing in the current picture 
points to the possibility of a reversal of 
this trend. Neither the growing prev- 
alence of mergers in the field, the 
thorny problem of trading stamps, nor 
the ever present problem of markups 
and profits has so significant a bearing 
on the retail operations of the food 
broker as the fact first cited. 

With the retail food business thus un- 
dergoing dynamic and rapid change, it is 
essential for a food brokerage firm to 
take stock from time to time of the final 
outlets through which the products it 
represents move directly from store 
shelves to pantry shelves in order to 
maintain proper retail coverage. 

Our own retail service currently ac- 
counts for a full third of our total ex- 
pense. It is the service which is most di- 
rectly responsible, together with the pro- 
motional and advertising programs of 
our principals, for moving our brands 
into consumer hands. Retail sales costs 
continue to increase, and show no sign 
of taking a downward turn. It should be 
a matter of concern to make this in- 
creased expense at least commensurately 
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effective. One way of achieving this end 
is so to gear retail sales activity to the 
volume done by each retail outlet in the 
territory covered as to attain the closest 
possible relationship between these two 
factors. 

This problem has always been present 
to some degree: it became acute recently 
when additional manpower was engaged 
to handle an increased volume of sales. 
Most of the members of our retail sales 
force have been employed from three to 
ten years; the pattern of their calls, their 
territories, and routes are fairly well es- 
tablished. In the past, reassignment of 
territory usually did not take place un- 
less the man himself felt that he could 
use more territory, or conversely, when 
he felt that he had more stores than he 
could effectively service. But now the 
question arose as to just where addi- 
tional manpower should be most ef- 
fectively assigned. 

Preliminary examination of the prob- 
lem revealed that no efficient assignment 
of additional manpower could be at- 
tempted until an appraisal of the entire 
market had been made. Our own sales 
organization of twenty-one men covers 
the six New England States in behalf of 
a limited number of manufacturers of 
dominant, nationally distributed food 
products. 

This means, first, agreeing upon a 
standard, universally accepted classifica- 
tion of all food stores in the territory; 
culling out those with a volume too low 
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to warrant calling upon; and then finally 
assigning a frequency-of-call factor to 
each of the remaining stores so as to as- 
sure optimum results. Of the 24,181 
stores retailing groceries in New Eng- 
land, the aim was to select those only 
where a call by a retail man was eco- 
nomically justified. 


CLASSIFICATION OF RETAIL FOOD STORES 


It is probably fair to say that manu- 
facturers, distributors, and salesmen in 
the food industry have been classifying 
retail food stores ever since they began 
selling to them. Periodically a new at- 
tempt is heralded, based on new criteria, 
and aimed at solving the problem once 
and for all. 

The basic purpose of any such at- 
tempt at classification of retail food out- 
lets is, of course, to arrive at a fairly close 
estimate of the volume each does, in or- 
der to he!p plan calls on such stores with 
sufficient frequency to reap optimum re- 
sults. For a broker selling dominant, na- 
ticnally advertised brands, the larger the 
cotal volume done by a retail outlet, the 
larger should be the volume done in the 
items represented by the salesman who 
calls on it. A sufficiently high frequency 
of call on stores, based on their known 
or estimated volume, should attain a 
greater distribution and sale for these 
items. 

It is relatively simple to arrive at a set 
of standard uniform criteria for estimat- 
ing the volume of a store. The more 
basically important, and difficult, task is 
to achieve acceptance of these criteria in 
the minds of the men who make the 
calls, and with that, the realization on 
their part of the necessity of gearing the 
frequency of their visits to the volume of 
each retail outlet in their territory. For 
example, if approximately 25 per cent 
of all the grocery stores in an area do 80 


per cent of the total retail food business, 
to what degree does the frequency of 
calls by the retail men in that area re- 
flect this ratio? No less significant, does 
the pattern of retail calls made bear any 
relationship to the share of the market 
enjoyed by the wholesale distributors af- 
filiated to these retail outlets? 

The answer to these questions was seen 
to depend on the classification of each 
store in a particular territory, based on 
its volume. Where the volume done is 
known with certainty, there is no prob- 
lem; but in most instances storekeepers 
are loath to divulge this information, 
and questions directed at determining it 
are not viewed with favor. 


Classification Systems 


Furthermore, because of the rapidly 
expanding nature of the retail food bus- 
iness, most classification schemes for re- 
tail stores lag far behind today’s actual- 
ity, namely, that the extremely large 
units are responsible for an overwhelm- 
ingly larger percentage of the total dol- 
lar volume done. For example, the Fed- 
eral Census Bureau uses the following 
five categories for classifying the annual 
volume done by retail food stores: 


Under $10,000 annually 
(or $200 weekly) 

Between $10,000 & $50,000 annually 
(under $1,000 weekly) 

Between $50,000 & $100,000 annually 
(under $2,000 weekly) 

Between $100,000 & $300,000 annually 
(under $6,000 weekly) 

Over $300,000 annually 
(over $6,000 weekly) 


The fact that this classification is too de- 
tailed in the lower brackets and inad- 
equately subdivided in the upper brack- 
ets is shown by the fact that stores in the 
last category did almost 60 per cent of 
the total retail food sales in 1955. Hardly 
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a super market is built today with an 
expectation of weekly sales under $10,- 
ooo; and sales as high as $100,000 to 
$150,000 weekly are by no means un- 
known. 

The trade journal, Progressive Grocer, 
uses the following three-way classifica- 
tion: 


“Super markets’’—doing $375,000 or more 
per year 

“Superettes”—doing between $75,000 and 
$375,000 per year 

“Small stores”—doing less than $75,000 
per year 


This system of classification is more 
nearly representative of the trend in to- 
day’s market—and therefore more use- 
ful than that employed by the Census 
Bureau—but, for purposes of retail as- 
signment, it was found to lack sufficient 
gradations. For example, for stores doing 
60 per cent of the total retail food bus- 


iness, there was only one classification— 
that of “super markets.” 


Our System of Classification 


A system of classification was, there- 
fore, worked out with the staff of our 
own organization, after wide discussion, 
and final agreement with both the sys- 
tem of classification and the criteria on 
which it was based. It has been stated 
earlier that understanding and agree- 
ment on the part of the retail staff is an 
important factor in any attempt to regu- 
late a field as complex as retail grocery 
coverage. Without the full participation 
of the men making the calls, any system 
of classification is bound to break down 
in its application. It was, therefore, a 
matter of importance to obtain the co- 
operation of the staff in the field and 
finally to win their acceptance of the 
necessity for subjecting their routes to 
this analysis in order to assure some ad- 
herence to the pattern to be developed 


for the territory of each. The following 
factors emerged as the most significant in 
estimating the volume of a retail store 
for which there existed no precise knowl- 
edge regarding its sales volume: 


1. Square feet of selling space 

. Number of check-outs, whether motor- 
ized or manual 

. Number of full and part time employees 

. Community location and size of parking 
space 

. Modernity of design and facilities 

. Degree of completeness of self-service in 
all departments 

. Nature and proximity of competition 

. Predominant income group in the buy- 
ing community 

. Whether the store was felt to be growing 
in volume or influence, or the contrary 


These criteria require little elabora- 
tion. Each check-out was roughly esti- 
mated as the equivalent of $5,000 a week 
of retail sales. Each full-time employee 
was considered to be responsible for 
approximately $1,000 a week of sales. 
Country general stores which did a size- 
able proportion of their food business in 
non-food departments, like stores with 
liquor sections, were estimated for their 
food sales only. 

On the basis of these criteria, all mar- 
kets in the six New England States were 
then classified in one of the following 
five categories: 


“Super markets,” if their volume ran 
above $40,000 weekly; 

“AA” markets, if their volume ran be- 
tween $20,000 and $40,000 weekly; 
“A” markets, if their volume ran_ be- 

tween $7,500 and $20,000 weekly; 
“B” markets, those doing between $3,000 
and $7,500 weekly; 
“C” markets, those doing below $3,000 a 
week. 


These last were then subdivided into 
“C plus” stores and “C” stores. The 
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former were retained on salesmen route 
lists; the latter were discarded. One fac- 
tor determining whether a store was to 
be graded “C plus” or “C” was its ca- 
pacity to feature displays of merchandise 
additional to shelf stocks, or the interest 
of its owner or manager in doing so. 

In actuality, the distinction between 
“C” stores and “C plus” stores is not al- 
ways quite so simply drawn. Small stores 
in large communities which are more 
likely to be influenced by neighboring 
super markets might well be passed by, 
the time thus gained to be spent by the 
salesman in the larger stores. But in 
sparse country areas the one or two 
small existing stores may well be consid- 
ered to be “community-influencing,” if 
only by reason of the fact that they are 
the only stores available to consumers 
living nearby. Such stores in such com- 
munities may well be decreasing in num- 
ber as roads improve and urban areas 
reach out, but they will continue to sur- 
vive for many years to come. They can- 
not, therefore, be completely disregarded 
by any company striving for complete 
distribution for its products, although it 
is well to bear in mind the cost of calling 
on such stores. Markets in vacation re- 
sorts, or those dealing in a large volume 
of seasonable items or of foreign food 
specialties, may well fall into this same 
category. 

Here is an example of a residual from 
an era that is fast disappearing; where 
in-store personnel are still able to con- 
trol or direct brand selection by the con- 
sumer, despite heavy advertising and 
promotion by the manufacturer. This 
group of stores, while large in numbers, 
is every day less capable of distorting the 
demand for nationally advertised prod- 
ucts. (During 1955 it is estimated that 
11,000 such stores ceased operation.) 

Nevertheless, while they still continue 


to do almost 15 per cent of the nation’s 
retail grocery business, some of them, on 
the basis of such considerations as have 
been suggested above, should continue 
to be visited, even where the factor of 
volume alone would have resulted in 
the discarding of such stores for retail 
call purposes. 

With the presentation and acceptance 
of this system of classification to the re- 
tail staff, spot checks were then made 
with each salesman in his territory to 
achieve agreement on the uniformity of 
its application. The agreed upon classifi- 
cations of stores were then ready to be 
further described on the basis of the 
frequency of call best calculated to re- 
sult in maximum sales to them. 


FREQUENCY OF CALLS AT RETAIL 


Merchandising men call on retail gro- 
cery stores, independents, and chains for 
the following purposes, among others: 


1. To check the distribution of the items 
they represent, and to rotate stock 

. To introduce new items, or new sizes, 
to retailers 

. To effect elimination of competitive 
brands 

. To redeem coupons and unsaleable 
merchandise 

. To achieve better shelf position, or 
more shelf facings, for their products 

. To make in-store consumer demonstra- 
tions 

. To arrange for mass displays 

. To present the manufacturer’s adver- 
tising and promotion program 

. To check prices and give market in- 
formation 

. To help buyers or managers in the 
planning and laying out of special sec- 
tions within departments 


Additionally, recent developments in 
retail work have brought the salesman 
into a closer relationship with the buyer. 
Various factors are responsible for this 
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development. Most important perhaps is 
the fact that the personnel of a single 
large super market today may be en- 
gaged in a selling operation which may 
well exceed the volume done by a whole- 
sale distributor of yesterday. The result 
has been to force super market operators 
into the role of merchants, even if form- 
erly they had not been. Dependent upon 
information and counsel from many 
sources, they turn readily to the kind of 
retail man who is trained to be of help 
to them. When such a relationship de- 
velops between buyer and seller, the tak- 
ing of orders often assumes a secondary 
place. This is not to say that ‘‘selling”’ as 
such disappears. Rather does it flow 
easily and naturally from a relationship 
of mutual confidence and reliance. Re- 
tail work today requires an outlook, a 
fund of information, and a caliber of 
manpower as advanced from yesterday's 
as the super market itself is from the 
corner grocery store. 

The larger the volume done by a 
store, the more of these services a retail 
man should be able to render, and the 
more readily his services should be ac- 
ceptable. Therefore, if he concentrates 
his time on these stores, the greater 
should be his success in achieving maxi- 
mum acceptance of the services he has 
to offer. 


Frequency-of-call Pattern 


On the basis of our experience in the 
New England territory, and of our man- 
ufacturers in other territories, the fol- 
lowing basic or optimum frequency-of- 
call pattern was evolved. Our staff was 
convinced that this constituted the most 
intense saturation that was feasible, par- 
ticularly as it related to the biggest and 
best markets. 

“Super markets” to be called on once 
a week. 


“AA” markets to be called on every 
two weeks. 

“A” markets to be called on once a 
month. 

““B” markets once every eight weeks. 

“C plus” stores twice a year. 

This schedule was not put forward 
as a rigid formula. Its purpose was to 
serve purely as a guide to assure some 
conformity to the basic principle that 
stores should be called on as frequently 
as their volume of sales, actual and po- 
tential, warranted. Therefore, it was to 
be applied flexibly. 

A detailed review was then made with 
each man of each store in his territory. 
This included discussion of the classifica- 
tion of each store prior to reaching 
agreement with regard to the frequency 
of call for each. In this discussion, par- 
ticular stress was laid on the relation- 
ship developed between the salesman 
and the buyer or manager, with a view 
to the fullest degree of exploitation of 
that relationship, and the optimum fre- 
quency of call in order to attain that ex- 
ploitation. 

In determining the frequency of call 
on independent stores, the wholesale 
affiliation of each store was given great 
weight. Stores affiliated with wholesalers, 
for example, who were the object of spe- 
cial emphasis, were given a higher fre- 
quency of call factor than their volume 
might otherwise merit. In this way it 
was possible to stress to the retail man 
his role in the entire pattern of distri- 
bution and to give him greater responsi- 
bility in the management and exploita- 
tion of his assigned territory. 

In general, corporate chain stores were 
not given so high a frequency-of-call fac- 
tor as were independents, because they 
did not seem to have the same merchan- 
dising latitude. This fact was consid- 
ered to limit somewhat the potential ef- 
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fectiveness of a salesman’s call. From this 
store-by-store review, however, devel- 
oped a realization on the part of the re- 
tail representative of the importance of 
increasing the rate of call on chain out- 
lets, over and above what had been stand- 
ard practice for most of them. 

After all the stores in the territory 
had thus been classified and assigned a 
frequency-of-call factor, a tabulation of 
each man’s territory was then made, 
based on the following considerations. 





County: “X” DATE: 


there would be a schedule to go back to 
when special selling needs abated. 

Each man’s territory was then divided 
roughly into the routes made necessary 
or advisable by geographic, seasonal, and 
other considerations, and each such 
route tabulated for the number of calls 
it included: all of the stores in the route, 
on the basis of the frequency-of-call fac- 
tor agreed upon for each store in discus- 
sion with the man calling on it. 

The following form was then used to 
tabulate the results for each route: 


6/1/57 RETAIL MAN: 





John H. 





Interval 


(Super) (AA) (A) 
of call 1 


(1) (2) (4) 
Weekly Twice Monthly 
weekly 


(B) C- 
(8) (% 
Every two Twice a year 
months 


Totals 





No. of stores 1 8 13 


X frequency 
a call 4 2 1 


Calls 4 6 13 


28 61 


*/s 5 total days 


per mo. 
14 40 total calls 








Discussion with the retail staff on the 
basis of their experience led to agree- 
ment that eight calls might well be con- 
sidered the number which each man 
could be expected to average each day, 
on the basis of the ‘ines presently car- 
ried. With five working days a week, this 
meant the equivalent of forty calls per 
week. 

The work month was arbitrarily fixed 
at 20 working days, making a total of 160 
calls per month possible for each man. 
The calendar year contains thirteen such 
twenty-day months; but twelve were de- 
termined upon for purposes of this 
analysis, thus leaving one month free 
for vacation, sales meetings, and special 
programs and promotions. Throughout 
the analysis, it was borne in mind that 
such pressures would, more often than 
not, distort the timing of the most care- 
fully planned schedule; but it was em- 
phasized at the same time that hereafter 


This example is taken from one of the 
work sheets used. The route totals sixty- 
one stores considered worth while call- 
ing on. It includes one store to be visited 
once a week; three stores to be called on 
twice monthly; thirteen stores to be 
called on monthly, etc. 

The frequency-of-call factor expresses 
the number of times per month that 
each store is to be called on. The frac- 
tional factors have the following equiva- 
lents: “14” means that a store in this 
category is the equivalent of 1/2 a call 
a month (or six times a year): “1/6” 
means that stores in this category are to 
be visited twice a year. 

A total of forty calls per month is thus 
required to give adequate coverage to 
the sixty-one stores on this route. Divid- 
ing eight calls per day into the forty calls, 
this route appears to require five work 
days, or one week per month, of one 
man’s time. 

Applying the same formula to the re- 
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mainder of New England, the total store- 
call load was then determined for the en- 
tire territory. From this point, it was 
a simple matter to apportion the entire 
store-load equitably for each man, and 
to make the necessary reapportionment 
to allow for additions to the retail force. 

Thereafter a new “route card’’ was de- 
vised to include both store classification 
and frequency of call. Five different col- 
ors differentiate each class of call. It is 
planned to review the route list of each 
man at least twice each year in order to 
make sure that changes in each territory 
are recorded, and to assess the resulting 
individual store-call load. 

It was made clear to the entire staff 
at the outset of the survey that it was in 
no way directed to altering the basic ap- 
proach of the retail man to the stores he 
called on, to his buyers, or to his in-store 
problems. The aim was clearly to help 
an experienced and conscientious staff of 
retail men up to the point where they 
arrive at a store and know what they are 
to do inside it. Emphasis throughout was 
purely on the mechanical problem of 
store classification, frequency of call and 
apportionment of available time, based 
on these two primary considerations. It 
cannot be stressed too strongly that the 
purpose of the entire process was ex- 
plained to the staff as intended to aid 
them in apportioning their time more 
effectively. 


Some By-products 


The survey took eight months to plan 
and complete. Results have more than 
repaid the time and effort expended. In 
addition to the equitable division of re- 
sponsibility among the retail staff that 
has taken place, the reassurance is now 
that the entire territory is both ade- 
quately and equitably covered and that 
provision has been made to take account 





in the future of changes in the retail pic- 
ture, as they occur. 

Further valuable by-products have also 
emerged: 


1. A master list of all chain and independ- 
ent retail grocery stores in New England. 

2. The estimated volume done by each 
store, and by each class of store. 

3. The wholesale affiliation of all inde- 
pendent stores in the territory, by class 
of store. 

4. A current territory-wide picture of retail 
distribution of the products of the man- 
ufacturers whom we represent. 

5. An equitable ratio of store calls to sales- 
men, which can be raised, lowered, or 
otherwise adjusted at any time, in ac- 
cordance with changing retail, whole- 
sale, and brokerage needs. 


CONCLUSION 


It has been said above that this plan 
for the establishment of a rational pat- 
tern of retail calls was introduced to our 
sales force with the clear understanding 
at the time that no attempt was being 
made to alter in any way their method 
and approach to in-store work. At the 
end, however, this proved to be only a 
pious hope. 

Inevitably, as our men find themselves 
concentrating their efforts in larger vol- 
ume stores, they have seen their outlook 
expand, and their identification with in- 
store problems grow increasingly close. 
Dealing with merchants, they note them- 
selves becoming merchants. 

A well trained, mature, and conscien- 
tious sales force is thus seen to grow in 
stature as their responsibilities increase 
and their horizons broaden. The prob- 
lem of helping men to develop innate ca- 
pacities so as to achieve greater satisfac- 
tion on the job and in the job is thus at 
least partially met. Increased compensa- 
tion must inevitably be paid over to 
those whose more highly skilled sales ef- 
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forts bring correspondingly greater re- 
sults. 

It was found almost immediately after 
the analysis was completed and the 
route lists accordingly changed that each 
store, whether independent or chain, be- 
gan to be viewed by the salesman calling 
on it as an individual entity, with peculi- 
arities of personnel, method, and direc- 
tion which set it apart from others. The 
specific problems of achieving better 
distribution, increased and preferential 
shelf position, displays suited to the 
needs and programs of each store, are 
being more carefully analyzed and en- 
gineered by the entire sales force. 

These men now find themselves devel- 
oping different goals for each individual 
store they call on—long range goals of an 


over-all nature and shorter range goals 
based on the programs and campaigns of 
the manufacturer whose product they 
represent. 

This is a side effect which was not an- 
ticipated when this analysis was first pro- 
jected. The report itself would be in- 
complete if at least this brief statement 
of its development were not to be re- 
corded. The fact that this development 
may well be worth an analysis of its own 
highlights the initial premise on which 
the entire analysis was first launched— 
that the gearing of sales effort to the size 
and nature of the outlets doing the dom- 
inant share of the business in a particu- 
lar market sharpens and refines the en- 
tire process aimed at obtaining a fair 
share of that market. 








CONTROL OF STOCKS IN GROCERY 
RETAILING" 


WILLIAM S. PETERS 
School of Business Administration 
Montana State University 


NE need hardly emphasize these days 
O the potential contributions of retail 
inventory control to marketing efficiency. 
The importance of adequate turnover is 
generally realized, and different prod- 
ucts and brands are continually compet- 
ing for retail display space. The retail 
grocer recognizes that a lowering of in- 
ventory levels will pay off doubly. Turn- 
over on existing items can be increased 
and space can be freed for new items 
with superior income potential. The 
objectives are clear enough, but real 
. problems arise in designing and imple- 
menting a practical inventory control 
program. Among the requirements of a 
“practical” program for the retail unit 
are the following: 


1) It must recognize and deal with ran- 
dom variations in demand in a way 
that fits in with existing practices in 
the receipt and handling of goods. 

2) It must involve a minimum of record 
keeping and physical stock checking, 
for the typical retail operator is un- 
willing to devote much effort to such 
activities. 


The approach described here meets 
the first demand through treating the 
statistical notion of safety stocks in a 
cumulative fashion. It can be employed 
to regulate the movement of goods into 


* The approach described in this paper was first 
developed for discussion at the First Annual Man- 
agement Seminar for the Montana Grocery Industry, 
sponsored by the School of Business of Montana 
State University and the Montana Food Retailers 
Association, and organized by Professor John S. 
Wright, Montana State University. 
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total inventory and to control the level 
of shelf or display stocks. In the first 
situation only a record of beginning 
inventory plus cumulative receipts is 
needed, and in the second situation no 
continuing records are required. 


RANDOM VARIATION IN WEEKLY DEMANDS 


Stocks are held in anticipation of sales. 
Now, if the rate of sales were absolutely 
constant from week to week, one could 
visualize ordering just enough stock each 
week to last until the arrival of the fol- 
lowing week’s order. This would result 
in the minimum possible inventory level, 
which would average out over time to 
one-half of the rate of sales per week. 
But demand from week to week will 
fluctuate, even about an unchanging av- 
erage level of demand. The first require- 
ment of an inventory-control system is 
to develop minimum store inventories 
which will include a sort of cushion 
against unforeseen fluctuations in week- 
to-week demand. These variations in 
demand take place because of fortuitous 
combinations of circumstances affecting 
customers individually and collectively. 
Of course, one way to find the extent of 
this variation is to keep weekly sales rec- 
ords on individual items over a period 
when stocks are watched carefully to 
avoid “outs.” But this requires more ef- 
fort, time, and paperwork than most re- 
tailers will undertake. 

Fortunately, many problems of this 
general type have been examined in ex- 
actly this way. The problems investi- 
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Ficure 1. Proportion of weeks expected to have 


various numbers of sales when weekly sales rate 
averages 1.7. 


gated include the number of time inter- 
vals during which various numbers of 
automobiles pass a toll booth, the num- 
ber of time intervals during which vary- 
ing numbers of telephone calls arrive at 
a central exchange, the number of time 
intervals during which various numbers 
of trans-oceanic freighters arrive in a cer- 
tain port city, as well as the problem at 
hand . . . the number of time intervals 
during which various quantities of goods 
are demanded from a merchandising or- 
ganization.” In short, an amazing number 
of analogous problems have been found 
to have the same form . . . called the 
Poisson distribution (after its founder) .* 
The handy thing about this distribution 
is that it depends only on its mean. That 
is, one can predict the whole range of 
chance variation in weekly demand, 
knowing only the average weekly de- 
mand. Such a distribution of weekly 

* See, for instance, Operations Research for Man- 
agement, Joseph F. McCloskey and Florence N. 
Trefethen, editors (Baltimore: The Johns Hopkins 
University Press, 1954). 

* An excellent introduction to the Poisson distri- 
bution and its uses is found in E. L. Grant, Sta- 


tistical Quality Control, 2nd edition (New York: 
McGraw Hill Book Co., 1952), Chapter IX. 


demands is shown in Figure 1 for an av- 
erage weekly demand of 1.7 items. 

Now, if the beginning inventory is 
only one can, the chances of an out-of- 
stock condition by the week’s end are 
seen to be one-half. Perhaps this conclu- 
sion is merely “common sense.” But 
common sense does not provide the an- 
swer to how much stock to have on hand 
each week if out-of-stock conditions are 
to be limited to, say, one week in a 
hundred (a one in a hundred chance for 
any given week). This quantity can be 
seen from the Poisson distribution to be 
five cans. “Safety stocks” are the differ- 
ence between this quantity and the av- 
erage weekly demand. Thus the level of 
safety stocks required to limit the chance 
of a stock-out to one week in a hundred 
in this case is four cans. 


A TABLE FOR CUMULATIVE STOCK LEVELS 


Table 1 provides a summary of Pois- 


son distributions for various levels of 
average weekly demand. Total stock 
levels required to limit stock-out risk to 
one in a hundred are given in the fol- 
lowing manner. 

The table is organized about a basic 
thirteen-weeks cycle, which runs across 
the table. Down the column at the left 
are various weekly movement rates, and 
the corresponding expected total sales for 
thirteen weeks. The column reading 
down under period “1” shows the stocks 
which must be on hand at the beginning 
of a week in order to keep the chance of 
running out during the week to one ina 
hundred. This column by itself would 
suffice for weekly inventorying, in which 
case the reorder quantity would be the 
amount necessary to establish once again 
the required inventory level.‘ 

“If there is a lag between the time of stock check- 
ing and receipt of the order an allowance would 
have to be made. But this lag in grocery retailing is 


short (overnight in many instances) and the problem 
is thus a minor one. 
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: E. L. Grant, Statistical Quality Control, 2nd edition (New York: McGraw Hill Book Co., 1952), Appendix III, 
Table G. “Summation of Terms of Poisson’s Exponential Binomial Limit’? was used for 99 per cent points for 


270 311 352 475 





distributions with mean expectancies up to 25. 


bove this mean expectancy, the Poisson can be approximated 


by a normal distribution whose variance is equal to its mean, and the 99th percentiles were determined accordingly. 


Some “‘smoothing’ 
these 


The rest of the columns provide for 
a cumulative stock allowance when stocks 
are not physically counted over a period 
of time. The table can be used for 
longer or shorter periods; but consider 
a 13-week interval between stock checks 
(the table as it is basically set up). For 
any weekly demand given, the table 
shows what the original inventory plus 
receipts should total at the beginning of 
each week in order to keep the risk of 
“outs” to one in a hundred. For illustra- 
tion, consider an item having average 
weekly sales of 3.85 (50 over 13 weeks) in 
which the current inventory in 24. The 
required level for beginning inventory 
plus cumulative receipts runs: 


Q—15—21—25—30—35—40 etc. 


Thus, one case must be ordered by the 





* has been done to minimize changes in the incremental in 


ventory from to period; but 


period 
as well as rounding errors are smal] and consistently in the direction of conservative (higher than 
required) stock levels. 


beginning of the fourth week to have 
sufficient stocks to last through that pe- 
riod. Then the cumulative stocks avail- 
able (48) are sufficient until the ninth 
week, when another order must be 
placed. When broken-case orders are not 
allowed, cumulative stocks are kept 
abreast of cumulative demand by a series 
of steps whose “height” corresponds to 
multiples of the basic purchasing unit. 

As a little figuring with the table will 
reveal, the safety stock allowance grows 
through the thirteen weeks to take care 
of the exposure to cumulative fluctua- 
tions in demand, which comes about 
through not inventorying the stock over 
the period. This principle can be illus- 
trated by introducing a modified use of 
the table. 

In addition to the column labeled “13 
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weeks,” there are also columns headed 
‘26 weeks” and “52 weeks.”’ Consider an 
average sales rate of 7.69 a week. Locat- 
ing this movement rate under the 13- 
weeks column and reading across yields, 
as before, the beginning inventory plus 
cumulative receipts which must be on 
hand at the beginning of each week for 
13 weeks. If the stock is counted ai the 
end of this time, a quantity sufficient to 
re-establish the beginning stock allow- 
ance would be ordered and the 13-week 
cycle begun again. If a stock check is 
not made, however, the cycle can be ex- 
tended to 26 weeks. The 7.69 weekly de- 
mand row under the 26-weeks heading 
provides the beginning inventory plus 
cumulative receipts which must be on 
hand at the beginning of each two-week 
period for 13 periods, or 26 weeks. Simi- 
larly, if the cycle is extended to a year, 
the beginning inventory plus cumula- 
tive orders necessary to start each four- 
week period for 13 periods can be 
found in the row labeled 7.69 under the 
52-weeks heading. 

Examination of the excess of the cu- 
mulative inventory levels over the total 
demand at the end of these different pe- 
riods (13, 26, and 52 weeks) reveals how 
the safety allowance must be increased 
as the period between stock checks is ex- 
tended. For the 7.69 average weekly de- 
mand, the allowance at the end of the 
13-week period is 24, or about three 
weeks’ sales. For 26 weeks between stock 
checks, the safety allowance increases to 
33; and for a whole year without a check 
the safety stock requirement by the end 
of the year is 48, or roughly six weeks’ 
sales. It is generally true that doubling 
the period between checks multiplies the 
allowance by a factor of about 1.4, and 
quadrupling the period doubles the al- 
lowance. 


So far the procedure has provided for 


safety stocks, incorporating the organiza- 
tional features of lack of continuous in- 
ventorying and no broken case orders. 
Other aspects of stock control can be su- 
perimposed on this framework. For in- 
stance, seasonal variation in sales can be 
dealt with by moving from one sales 
movement line on the table to another 
as the several seasons approach. Special 
promotions over and above the usual 
continuous advertising represent non- 
random events requiring incremental 
stock planning apart from or in addition 
to the procedures just described. 


SETTING DISPLAY STOCKS 


Ina Department of Agriculture study 
on space allocation and turnover, the 
following rules or goals were used in 
setting display stocks:® 


1) Fast movers . . . keep display stocks 
close to one week’s sales in order to 
obtain a turnover in the display space 
of close to 52. 

2) Medium movers... keep display 
stocks close to two weeks’ sales to ob- 
tain a turnover of close to 26. 

3) Slow movers... establish a mini- 
mum display. 


The problem of checking shelf-stocks 
to avoid stock-outs on the shelves can be 
handled with the same table used for to- 
tal store inventories. Given a desired 
shelf turnover, initial stocks can be set to 
provide a safety stock allowance that 
limits the risk of a stock-out to one in a 
hundred over an interval corresponding 
to the number of weeks’ sales present in 
the average display quantity. For in- 
stance, if a turnover of 52 (one week’s 
sales on the average in the display) is 
desired in an item whose weekly move- 


*Space Allocation for Grocery Items in Food 
Stores, United States Department of Agriculture, 
Agricultural Marketing Service, Marketing Research 
Report No. 80, February, 1955. 
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ment rate is 19, the initial display quan- 
tity to be replenished weekly is 30. If 26 
turnovers are desired in a 7-per-week 
mover, the initial display quantity is 23 
for a 2-week interval between stock 
checking and replenishment. Or, in a 
slow mover (say 1.92 per week) where 
the average display quantity was set in 
advance at 12, the required initial dis- 
play is 20 and replenishment need take 
place but once in every five or six 
weeks.® 


COMMENTS ON APPLYING THE 
APPROACH OUTLINED 


Applicability of the Poisson Distribution 


Given the records available and the 
level of statistical ability of the inde- 
pendent grocer, it is probably impossible 
to test the fit of the Poisson distribution 
of weekly demands. Average weekly 
movement figures would probably be 
obtained from totals of invoices over a 
past period which give no clue to the de- 
mand distribution by weeks. 

Because of this uncertainty it seems 
advisable to apply the method initially 
to display stocks, starting with items 
whose demand is viewed as most stable 
over time. Then if an operator were to 
apply the system to an item whose 
weekly movement distribution was “U” 


* The method is as follows: 

a. Locate the average weekly sales in the 
“13-weeks” column corresponding to the de- 
sired average inventory (11.6 is closest). 

b. Read the inventory figure on this line 
under the Period “1” heading (here we find 
20). 

c. Returning to the actual weekly sales 
movement line (1.92), read across until the 
inventory figure totals that found in step (b). 
Here we find this happens by about the sixth 
week. 

Thus, from the desired average display quantity, 
we determine both the beginning or maximum dis- 
play quantity and the length of period between 
stock checks—both set so as to limit the risk of a 
stock-out during the period to 1 in 100. 


shaped, the resulting “feast or famine” 
in inventory levels would not affect the 
total stock position of the store and 
could be remedied on the spot. This is a 
delicate point, however, for even if all 
the underlying conditions are met, ex- 
treme events will occur. Rushing about 
to “improve” a system can result in de- 
stroying a perfectly good system. 


Storekeeping Problems 


In the application to display stocks, 
there is a problem in the relation of 
storekeeping to the fluctuations which 
will take place in inventory levels. The 
appearance of full shelves can, of course, 
be maintained by a judicious staggering 
of the physical inventorying and restock- 
ing. In fact, the system provides a basis 
for routinizing the stock checking activ- 
ity. But this does not solve the problem 
of the frequency with which the inven- 
tory of a given item is likely to drop be- 
low what is regarded as a minimum ef- 
fective display, even if the average shelf 
quantity is set somewhat above this mini- 
mum. This aspect can be brought into 
the picture by setting such a rule (that 
is, the probability of the shelf quantity 
falling below 15 shall be limited to .os), 
and then setting the initial display quan- 
tity from the distribution having this 
cut-off point or from the probability dis- 
tribution based on average period move- 
ment, depending on which has the higher 
mean. 


Indirect Benefits of Statistical Stock Con- 
trol 


The approach to stock control outlined 
here focuses much needed attention on 
several corollary problems. Explicit rec- 
ognition of the choice between low in- 
ventory levels with frequent stock checks, 
and higher inventories with less frequent 
checking, should lead to more intelli- 
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gent decisions. The display stock appli- 
cation forces the retail operator to con- 
sider the problem of shelf turnover and 
the allocation of total display space 
among various items. He must specify a 
desired turnover or a desired average 
shelf stock before he can install the con- 
trol procedure. 

Finally, the application of control pro- 


cedures to display stocks as distinct from 
back room stocks calls attention to the 
higher opportunity costs of display space. 
This distinction, further, is likely to 
prompt the worthy consideration in the 
case of fast movers of eliminating re- 
serve stocks and controlling the entire 
inventory movement directly into dis- 
play stocks. 





“WORD-OF-MOUTH” ADVERTISING 
IN SELLING NEW PRODUCTS 


ROBERT C. BROOKS, JR. 


Department of Marketing 
University of Georgia 


DVERTISING and personal selling are 
A by no means the only sources from 
which consumers receive information re- 
garding products. Powerful “networks of 
interpersonal relations” existing within 
the consumer market are also utilized for 
this purpose. 

In this article we shall discuss the net- 
works of interpersonal communications 
which have been found through re- 
search, and consider their significance in 
relation to marketing activities. It must 
be pointed out that none of the material 
has a bearing on the promotion of indi- 
vidual brands. The principal sources 
deal with the introduction of new types 
of products, all of which are commer- 
cially marketed in substantial volume. 


EVIDENCE OF INTERPERSONAL NETWORKS 


The existence of “consumer networks” 
has been established in a number of 
studies. Although these networks do not 
cover all of the market for a product, 
they are very important in the large seg- 
ments of the market which they do 
cover. 

In a study of air-conditioner owner- 
ship in a Philadelphia neighborhood, 
Whyte found that, while the neighbor- 
hood as a whole might average ten con- 
ditioners a block, one block might show 
three, and the next block eighteen.’ 
Furthermore, he found clusters within 
blocks. To Whyte, these clusters of con- 

1 William H. Whyte, Jr., “The Web of Word of 
Mouth,” Fortune, L, no. 5 (November, 1954), pp- 
140 ff. 
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ditioners, in a homogeneous neighbor- 
hood of identical houses, were the “‘sym- 
bols’” of a powerful communications 
network. In this study, the interpersonal 
influence seemed to flow up and down 
the block and across the alley, rather 
than across the street, thus following the 
friendship patterns of the children and 
wives. 

In their study of the pattern of adop- 
tion of a new drug by the medical pro- 
fession, the Bureau of Applied Social Re- 
search at Columbia University found 
that adoption was much more rapid for 
those doctors who were relatively inte- 
grated into the medical community than 
for those doctors who were relatively iso- 
lated.? After initial adoption by a small 
number of innovators among both the 
integrated and isolated doctors, the re- 
maining doctors in the integrated group 
began adopting the drug at a far more 
rapid rate than before, while the isolated 
doctors maintained the original rate of 
adoption. It seemed clear that, superim- 
posed upon the adoptions resulting from 
individualistic influences, there was an 
impressive “snowballing” of adoptions 
resulting from the network of communi- 
cations among the integrated physicians. 

The superimposition of the snowball 


* Bureau of Applied Social Research, Columbia 
University, On the Flow of Scientific Information 
in the Medical Profession (2 vols.), unpublished 
research reports, 1955. The study, carried out by 
James Coleman, Elihu Katz, and Herbert Menzel, 
is to be published in book form. Professor Katz of 
the University of Chicago was of great influence in 
the planning of the present paper, and the writer 
expresses his appreciation. 
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effect upon what would otherwise have 
been a fairly stable adoption pattern, if 
the interpersonal network were not in 
operation, may well account for the 
shape of the “curve of innovation” 
found by Ryan and Gross in the adop- 
tion of hybrid seed corn by two Iowa 
communities.* Their findings were later 
confirmed by Ryan in a similar study 
covering the entire state. This time se- 
ries of the per cent of corn farmers who 
had adopted the improved type seed 
showed a general “S’ shape, with rela- 
tively low rates of increase in the earlier 
and later stages of adoption, and a much 
steeper rate of increase during the inter- 
mediate years. It seems reasonable to as- 
sume that the steeper part of the curve 
is due to the “snowball effect” of the 
interpersonal network, beginning after 
enough network members had adopted 
the seed on the basis of commercial and 
individualistic influences to start the 
snowball rolling. This trend ended when 
these farmers had all been reached, leav- 
ing only those isolated farmers who 
could not be reached by the interper- 
sonal network. 

It is important to recognize that in the 
initial introduction of a product the 
interpersonal network, which is subse- 
quently so important in influencing deci- 
sions to buy, is inoperative until at least 
some of the members of that network are 
brought to adopt the product. At this 
stage it is of great importance that the 
selling and advertising effort result, not 
only in notification that the product ex- 
ists, but also in bringing about a mini- 
mum number of decisions to buy the 
product, at least on a trial basis. By do- 

* Bryce Ryan and Neal Gross, “The Diffusion of 
Hybrid Seed Corn in Two Iowa Communities,” 
Rural Sociology, VII, no. 1 (March, 1943), pp. 
a a Ryan, “A Study in Technological Diffu- 
sion,” Rural Sociology, XIII, no. 3 (September, 
1948), pp- 273-285. 


ing this necessary spadework in the in- 
troductory period, the firm is setting the 
stage for a “snowballing” of adoptions 
through the subsequent influence of the 
interpersonal network. To illustrate this 
point, although neighbors were, in gen- 
eral, the most important influence lead- 
ing to adoption of the improved seed 
corn, at the earlier stages of diffusion the 
commercial salesmen themselves  ac- 
counted for most of the adoptions.® 

In reporting on his study of air-condi- 
tioner ownership, Whyte emphasized the 
significance of this point for the market- 
ing activity of a firm by pointing out that 
group pressure to consider an appliance 
as a “necessity” does not develop until a 
significant proportion of the group has 
purchased one.® Early purchasers are vic- 
tims of the “raised eyebrow,” but once 
the proportion of ownership has grown 
sufficiently, the group begins to act as a 
force for further purchases and to “pun- 
ish” those who lag behind. This indi- 
cates the need for the application of ag- 
gressive selling effort at the initial stage, 
since it is at this time that it is most ef- 
fective, both in regard to its direct ef- 
fect on sales, and also as a prerequisite 
for valuable assistance from “word of 
mouth” later on. 


WHY THE GROUP DEPENDS ON 
““‘WORD OF MOUTH” 


Consider now a highly interesting 


characteristic of the individual's de- 
pendence on the interpersonal network. 
All of the illustrations used in this con- 
nection have dealt with the introductory 
period of a new type product. This is in 
line with the fact that personal contacts 
seem to be most effective in causing 
changes in opinion and behavior. After 
the change has taken place and the in- 


*Ryan and Gross, same citation as footnote 3. 
* Whyte, same citation as footnote 1. 
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novation has been disseminated to all 
members of the network, the network 
appears to lose its significance in the 
case of that particular product. 

In the drug-adoption study mentioned 
above, it was found that the homoge- 
neity of drug use was at its greatest in 
the introductory period, and that after 
the interpersonal network had _ been 
“used” in this period it was no longer 
needed in the case of the particular drug 
studied, and individualistic differences 
began to reassert themselves.’ It was hy- 
pothesized by the Bureau of Applied 
Social Research that the greater need for 
social support in the earlier period was 
the reason for this effect. The idea, sim- 
ply stated, was that, in the absence of an 
objective basis for judgment and evalua- 
tion of the drug, there would be a tend- 
ency to utilize the interpersonal network 
for ‘‘consensual validation” of its worth. 
This hypothesis was tested by the Bu- 
reau and substantiated when it was 
found that, in the choice of hypotensive 
drugs, where it is impossible to get a 
clear-cut objective measure of effective- 
ness, there was three times the depend- 
ence on colleagues for information as 
was the case with antibiotics in the treat- 
ment of pneumonia, where the results of 
use appear quickly and in a clear-cut 
manner. This hypothesis of the need for 
“consensual validation” in the absence 
of objective evidence offers the most sat- 
isfactory explanation for the greater ho- 
mogeneity of use in the earlier introduc- 
tory period. 

In spite of the individual’s depend- 
ence on the network in the introductory 
period, the decision to adopt a new 
product does not come suddenly, but 
generally involves some personal experi- 
mentation if it is possible. In both the 
drug study and the hybrid-corn study, it 


*Bureau of Applied Social Research, same cita- 
tion as footnote 2. 


was found that both early and late adopt- 
ers tried out the new product in an ex- 
perimental way before they decided on 
full-scale adoption. Both products were 
similar in that they were subject to par- 
tial adoption, and thus it was possible to 
experiment. It was found in both studies 
that, the later the time of adoption, the 
less cautious and more extensive was the 
scale of the “experiment.” While this 
increased scale of personal experimenta- 
tion is understandable in view of the 
longer period of gencrally successful 
adoption elsewhere, one may wonder 
why—at the later stages—there is any 
need for such experimentation at all. 

Ryan cites this as a graphic illustra- 
tion of the interrelated influences of vi- 
carious and direct experience on the 
adoption of a new practice. He feels that 
the ready availability of both types of 
experience made possible the extremely 
rapid spread of hybrid corn. 

In the case of a product such as an air 
conditioner, which cannot be experi- 
mented with on a trial basis, and which 
is less obviously of economic value, de- 
pendence on the interpersonal network 
would probably be greater and the rate 
of adoption would tend to be less rapid. 
Whyte explains the increased importance 
of “word-of-mouth” among younger 
white-collar consumers on the basis of 
the following factors: 1) this group of 
consumers face many more choices and 
decisions regarding purchases than did 
any of their counterparts in the past. 2) 
Today’s group has less contact with tra- 
dition than did their elders. There is a 
separation from the preceding genera- 
tion—economic, social, and geographic. 
The whole style of living, actual or 
hoped for, is less fixed by tradition. 3) 
In the face of the two previous factors, 
the interpersonal network within the 
group serves the function of a guide in 
the ‘delicate job of keeping in tune with 
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the life style of the moment.” Whyte 
goes on to say that the more similar the 
houses in the neighborhood or block, 
the more important the minor differ- 
ences become—and, therefore, the mar- 
ginal purchases are the key ones. 


OPINION LEADERSHIP WITHIN GROUPS 


The existence of opinion leadership 
within groups is a factor of prime im- 
portance in “word-of-mouth” advertis- 
ing. It is also of great importance to the 
direction of the selling effort of the firm. 
While it is through the network in gen- 
eral, it is through the opinion leaders in 
particular that buying influences will be 
diffused. 

The distinguishing characteristic of 
an opinion leader is that he is sought by 
others for information and advice re- 
garding the field in which he is a leader. 
For example, when 279 farmers were 
asked to list the farmers to whom they 
went for farm information and advice, 
22 farmers were named by five or more 
others, 132 were named by from one to 
four others, and 125 were named by no 
other farmer.* Similar evidence of the 
existence of opinion leadership has been 
found in a number of other studies. It 
has been found to be particularly wide- 
spread in certain groups as among un- 
married girls in regard to fashion.® Here 
there is evidence of considerable mutual 
advice giving among the opinion leaders. 
It must be remembered that an opinion 
leader does not necessarily have the au- 
thority and superior status generally im- 
plied by the term “leader” but that he is 
a channel of information and advice to 
other people. 

A significant aspect of opinion leader- 

*Herbert F. Lionberger, “Farmers Sought as 
Sources of Farm Information,” Rural Sociology, 
XVIII, no. 4 (December, 1953), pp. 327-338. 

*Elihu Katz and Paul F. Lazarsfeld, Personal In- 


fluence (Glencoe, Illinois: Free Press, 1955), pp. 
247 ff. 


ship is that it is specialized in two di- 
mensions. It is specialized by area of in- 
terest, and it is specialized by social and 
economic strata. Analysis of opinion 
leadership in four separate fields of in- 
terest—grocery marketing, fashion, mov- 
ies, and public opinion—showed that 
there was no statistically significant over- 
lap of leadership among the four areas.’° 
If a woman was influential in one of the 
areas, the likelihood that she would be 
influential in any of the other areas was 
no greater than that of other women. 
Each area had a corps of specialized lead- 
ers of its own. It was furthermore found 
that influence exchange is primarily be- 
tween pairs of women of like status. On 
this basis, the older image of vertical in- 
terpersonal influence must be revised to 
give proper emphasis to such important 
horizontal flows of influence. 

Since opinion leadership is so special- 
ized, both by area of interest and by so- 
cial and economic strata, it would ap- 
pear that for a firm to locate the opinion 
leaders for its product, it would be best 
to look first for the individual strata 
among its particular product users, and 
then to look for the opinion leaders in 
each stratum. 

Although gregarious women are more 
likely to be influential in both fashion 
and grocery marketing changes, their po- 
sition in the life-cycle sharply separates 
them as to area of interest. The “‘large- 
family wife” in the intensive phase of 
household management is almost twice 
as likely as any other type to be a mar- 
keting opinion leader. On the other 
hand, fashion opinion leaders are most 
highly concentrated among the “unmar- 
ried girls,” and fashion opinion leader- 
ship tends to decline with each step in 
the life-cycle. A woman may have a high 
interest in a particular field such as fash- 


* Katz and Lazarsfeld, same citation, pp. 332-334. 
™ Katz and Lazarsfeld, same citation, pp. 331-332. 
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ion but, in order to be influential in that 
field, she needs other women in her life- 
cycle position who share her interest. 
Shared interest seems to be a central as- 
pect of the flow of influence. Leadership 
of opinion results in large extent from 
being interested when others are inter- 
ested too. Although interest is clearly 
greater among opinion leaders, a wom- 
an’s objective position, including degree 
of gregariousness and life-cycle position, 
still persists as the determinant of opin- 
ion leadership. 

Katz and Lazarsfeld summarize some 
of their data on the basis of a formula 
that the extent of opinion leadership 
within a given group is the result of 
both internal demand (reflected by the 
degree of the group’s interest) and ex- 
ternal demand (reflecting the group's at- 
tractiveness to other groups as a source 
of information and advice) . For specific 
groups an “export index’’ based upon 
this formula documents the fact that 
most of the influences are within groups, 
and that the amount of exporting to 
other groups for external demand is 
small in comparison. 


The Difference Between Influences and 
Requests 


An important distinction should be 
made between “influences” and “re- 
quests.” Within the family, the wife 
often serves as the “buying agent” for 
another member of the family, such as 
the husband. Since the husband is gen- 
erally the “culturally certified” decision- 
maker as to what brand of coffee to buy, 
it would be inaccurate to consider as an 
influence his request for the wife to start 
buying a different brand.’? In looking 
for influences, we would have to find 
what factors led the husband to decide 
on a change of brand, as—in this case— 


* Katz and Lazarsfeld, same citation, pp. 244-245. 


the wife does not have jurisdiction over 
the decision, but merely implements the 
decision of the husband. An interesting 
aspect of the situation is that the wife 
might “influence” the husband to decide 
on a different brand of coffee, in which 
case the husband would make a “re- 
quest” to the wife to carry out the pur- 
chase. Superficial analysis of such an in- 
cident might indicate that the husband 
influenced the wife, but more detailed 
consideration would show the reverse to 
be the case! 

In the direction of the selling effort of 
the firm, it has generally been recognized 
that certain members of the family have 
jurisdiction over the purchase of certain 
types of items, and an attempt has been 
made to concentrate the sales message 
upon this group. The thought occurs 
that a greater concentration of selling ef- 
fort upon those people who serve as 
opinion leadeis might well have greater 
effectiveness than that which reaches 
leaders and non-leaders in equal degree. 
Fortunately for business, the leaders 
themselves appear to expose themselves 
to outside influences to a greater extent 
than do nonleaders, as will be developed 
in the following section. 


THE TWO-STEP FLOW OF INFLUENCE 


The concept of the two-step flow of 
influence, as first expressed, was that 
“ideas often flow from radio and print 
to the opinion leaders and from them to 
the less active sections of the popula- 
tion.’""3 A number of subsequent studies 
have confirmed the existence of this “‘re- 
lay function” of opinion leadership. 

It appears likely that opinion leaders 
are sought out because of their knowl- 
edge acquired through media exposure, 
and also that they feel somewhat of an 

“Paul F. Lazarsfeld, Bernard Berelson, and 


Hazel Gaudet, The People’s Choice (New York: 
Columbia University Press), 1948, p. 151. 
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obligation to keep informed because 
they are sought out. It is also likely that 
the reading of material in a relevant me- 
dium “certifies” the reader for the role 
of relaying the information in subse- 
quent conversations. The housewife who 
has just read the latest edition of Con- 
sumers’ Research may have an impor- 
tant conversational gambit in the next- 
morning get-together with the neigh- 
bors. 

Katz and Lazarsfeld report evidence of 
the two-step flow. Opinion leaders in 
public affairs, fashions, grocery market- 
ing, and movie going read more mag- 
azines than did non-leaders; and the 


reading of books was much more com- 
mon among opinion leaders, except for 
the grocery marketing leaders who were 
but little above the average in book 
reading. 

Opinion leaders in a given field ex- 
ceed the non-opinion leaders in the read- 


ing of media content in the line of their 
specialized interests—for instance, movie 
magazines or fashion magazines. Opin- 
ion leaders in the field of fashion were 
more “‘cosmopolitan” in their media ex- 
posure, and by greater reading of the dis- 
tant, “big city’ newspaper had more con- 
tact points with the metropolitan world 
of fashion. In the other studies we have 
cited, farming opinion leaders were more 
exposed to farm journals, and medical 
opinion leaders were more exposed to 
medical journals. Furthermore, the 
farm opinion leaders made more use 
of the county agents and other out- 
side sources of information, and the 
medical opinion leaders attended more 
medical meetings and conventions than 
the non-leaders, and, in general, were 
more in contact with out-of-town sources 
of medical information and advice. 
Although one might well think that 
the opinion leaders, being more in con- 


tact with the mass media, would be more 
influenced by the media than the others, 
it has usually been found that opinion 
leaders give “other people” as the effec- 
tive or decisive influence for a change 
just as often as do the non-opinion lead- 
ers. An exception to this generalization 
was found in the case of fashion changes. 
Here the opinion leaders not only serve 
the “relay” role characteristic of them 
in all cases studied, but are also more 
affected by the media, in that the media 
are more frequently given as the decisive 
influence leading them to a fashion 
change. 

This element adds a new dimension to 
the concept of the “trickle system” of 
fashion changes.'* While it has been ap- 
parent that fashions trickle down, there 
has been little consideration of the 
course taken by the trickles. Since it has 
been found that influence in fashion 
changes is primarily within—rather than 
between—social strata, and also that the 
fashion opinion leaders are more cosmo- 
politan in their media exposure (thus 
having contact points with the metro- 
politan fashion world and with other 
strata of society), the evidence strongly 
implies that the fashion first trickles 
down to the fashion opinion leaders of 
the lower stratum, and then is horizon- 
tally disseminated through the stratum. 
This would be, of course, a specialized 
variant of the two-step flow of influence. 
This idea affords a possible explanation 
of why some fashions trickle down and 
others do not. A style that is a fashion in 
one stratum may be unacceptable as a 
fashion in the lower stratum. Perhaps 
the fashion opinion leaders, who are 
the stratum’s “contact points,” are the 


“See Bernard Barber and Lyle S. Lobel, “Fash- 
ion in Women’s Clothes and the American Social 
System,” in Reinhard Bendix and Seymour Martin 
Lipset, eds., Class, Status and Power (Glencoe, Il- 
linois: Free Press, 1953). 
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“gatekeepers” of fashion flow for their 
particular stratum. If they choose to 
adopt it on the basis of outside influ- 
ences, the stratum will adopt it. If they 
do not accept a particular style as a fash- 
ion, it will not “trickle down.” 


THE EFFECTS OF GROUP NORMS 


“Word-of-mouth” influences may re- 
tard as well as facilitate market expan- 
sion. Several studies on the adoption of 
improved farm practices have shown that 
the effect of the interpersonal network 
in a given case was dependent upon and 
reflected the relative progressiveness of 
the group concerned.’*® One study di- 
vided the farming neighborhoods of a 
county into two groups—those with a 
high rate of adoption of recommended 
farming practices, and those with a low 
rate of adoption. It was found that in 
the high-adoption areas the adoption 
level for the leaders was almost 40 per 
cent above the average for the area, while 
in the low adoption areas the leaders 
were but 15 per cent above.’ It is not 
clear whether the leaders in the unpro- 
gressive areas are bound by the group 
norms, or whether it is the unprogres- 
siveness of the leaders which is holding 
back the group. Perhaps it is that some 
more basic factors are responsible for 
the relative unprogressiveness of both 
leaders and group. 

While it has been observed that where 
change is taking place, opinion leaders 
play an important role, if more studies 
were made of cases where the hoped for 
change did not take place, it might be 


*See Herbert F. Lionberger, “Informal Groups 
and Diffusion of Farm Information,” Rural Sociol- 
ogy, XIX, No. 3, September, 1954; also E. A. Wilk- 
ening, “Acceptance of Innovations in Farming,” 
Rural Sociology, XV, No. 4, December, 1950. 

*C. Paul Marsh and A. Lee Coleman, “Research 
Notes,” Rural Sociology, XIX, No. 2, June, 1954, 
pp. 180-183. 


found that the leaders were on the 
“other side.” 

A point of considerable practical value 
suggested in this connection is that, if 
there is to be a choice as to which opin- 
ion leaders are to be subjected to the 
selling message of a firm, it would be 
better to consider the differences in na- 
ture of the groups in which they are in- 
fluential, rather than differences in the 
nature of the leaders themselves. 


RELATIONSHIP TO MARKETING ACTIVITIES 


Even though the interpersonal-influ- 
ence network among consumers is an ex- 
tremely powerful and relevant factor in 
the market diffusion of a number of dif- 
ferent types of products, there are many 
other types of products for which such a 
network does not exist. Furthermore, 
even in the case of the products discussed 
in this article, it has been recognized 
that a substantial proportion of the mar- 
ket is not integrated into the interper- 
sonal networks which have been found. 
Thus, “word of mouth” is a key factor 
in the marketing of some products for 
part of their market, and is therefore of 
great importance; but it does not appear 
to be effective in all parts of any market 
studied, and for many markets it is prob- 
ably not existent at all. 

For those consumers who are “‘two- 
way independents” (who in general are 
neither influenced by anyone else, nor 
do they influence anyone), advertising 
and personal selling remain the primary 
means by which the firm can attempt to 
sell. Such cases exist, not only for those 
not integrated into an existing network, 
but also where, either because of the na- 
ture of the product or because of the na- 
ture of the group, no network has been 
developed. Whyte found the “web of 
word of mouth” only among the “buy- 
ingest blocks,” and explained its exist- 
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ence on the basis of the characteristics of 
the groups which lived there. In the 
case of a more individualistic commun- 
ity—or even a more traditionalistic com- 
munity—such a network might well not 
exist at all. Another case where the firm 
must appeal directly to the individual 
exists when the relevant interpersonal 
network is inaccessible. Farmers who are 
not members of neighborhood commun- 
ities have fewer opportunities for local- 
ized contacts, and, in contrast to other 
farmers, depend heavily on information 
communicated through the mass media. 

Advertising and personal selling are, 
therefore, important for reaching those 
consumers who are not integrated into a 
relevant interpersonal network, what- 
ever the reason may be. But even in 
reaching that part of the market which is 
integrated, it is important to make effec- 
tive use of advertising and personal sell- 
ing in order best to exploit the interper- 
sonal network. We have already discussed 
the importance of the commercial sources 
of advertising and personal selling in the 
“notification” of the market concerning 
a new product. We have seen the neces- 
sity for an aggressive selling effort to get 
the product “started” among enough 
members of the interpersonal network 
to get the network “snowballing” in our 
favor. And we have seen how the net- 
work ceases operation once the snowball 
effect has run its course, which means 
that we have to depend on advertising 
as a means of reinforcing and activating 
the favorable changes in attitudes that 
have been gained through the network. 

Since opinion leaders are specialized 
by groups and by type of product, a mar- 
keting researcher should not attempt to 
find opinion leaders “in general.” Rather 
he should first look for the various strata 
among users of the particular product, 
and then determine the opinion leaders 
in each stratum. The close interdepend- 


ence betwee” the opinion leader and his 
particular group shows that the leader 
cannot be studied apart from his group, 
and that differences in opinion leaders 
are best understood in terms of differ- 
ences among their groups. There is 
much room for further research regard- 
ing the nature and importance of opin- 
ion leadership in “word-of-mouth” ad- 
vertising, particularly with reference to 
determining the opinion leaders for spe- 
cific products and groups. 

It must be emphasized that the inter- 
personal networks we have reported 
were concerned with general types of 
products, almost to the exclusion of 
brands. This would indicate that there 
is little value in directing brand adver- 
tising to opinion leaders, but that brand 
advertising would better be directed to- 
ward the mass of individuals in the mar- 
ket. The sales volume of a company 
depends both on the volume for the 
product, and on the market share en- 
joyed by its brand. Further research 
might show how mass media advertising 
of the brand can best be combined with 
“word-of-mouth” advertising of the prod- 
uct to maximize sales volume for the 
company. Such a study would indicate 
the best way to coordinate brand promo- 
tion to the market development pattern 
of the product. 

Without further research on addi- 
tional products and brands (which might 
show brand influence by “word of 
mouth” for some products), it is hazard- 
ous to generalize too much. However, 
the cases reported are of considerable 
significance, for they have shown that in- 
terpersonal consumer networks can be 
highly influential in building the mar- 
ket for new or improved products. They 
have also shown that it is possible, 
through appropriate research, to learn 
of the existence and characteristics of 
specific networks. 
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N the early days of advertising, there 

was none of this business about build- 
ing an image for a brand. Advertising 
was to sell goods. Right away. You ran 
an advertisement, and you wanted your 
seed back .. . fast. Of course, there 
were different ways of doing this, but 
hardly any included reliance on the pro- 
jection of a favorable, distinctive per- 
sonality for the brand. 


WAYS OF ADVERTISING 

Instead, the two principal ways were 
as follows. There was the hit-’em-over- 
the-head school which consisted of hard- 
working advertisements that yelled, 
shouted, screamed, and hollered. They 
said everything kind about the product 
that was possible to say and they started 
out with headlines that read, “Science 
proves,” followed by a percentage figure 
that demonstrated how much better you 
were than the other fellow. Or else, they 
read, “Mothers!” with a big screamer 
and set in that maternal, protective type 
face, 48-point gas-pipe Gothic. Some felt 
that this kind of advertising failed to in- 
gratiate itself with the reader. They did 
not seem to worry much about whether 
it cheapened the brand or made it seem 
frantic and desperate and _ back-to-the- 
wall. Instead, they found fault with it 
because it was low in readership, which 
it undoubtedly was, since it was so com- 
bative that the reader had to put on a 
crash helmet to read it in safety. 

But this dissatisfaction led to the 
other major school of that era. This 
school used the headline and the picture 
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not to sell the product, but to attract 
a crowd. As long as it was attention get- 
ting, it was good. The thesis was that you 
dragged them in with your sideshow- 
barker treatment in the headline and 
then gave them the hard sell once you 
got them inside the tent, and this was 
the body copy. The text was just loaded 
with copy points. 

All this made pretty good sense in 
those days. Each school depended in the 
final analysis on copy that threw the 
book at the reader. After all, the prospect 
was a hard-headed buyer who wanted 
maximum reassurance and complete in- 
formation before parting with his or her 
dough. 

But times have changed. We used to 
hear a lot about impulse purchases, but 
not much any more. Almost anything 
that costs less than a new car is an im- 
pulse purchase. Packaged goods particu- 
larly are bought on the fly today. There 
is far less thoughtful, considered buying 
than there used to be. It would seem to 
follow that advertising that “yells” at the 
prospect, exhorts, pleads, argues, rati- 
ocinates, and otherwise subjects her (or 
him) to long and detailed reasons for 
buying is talking to dead air. She has al- 
ready gone on to the next purchase. This 
is not only an entirely different woman 
than the one of the ’thirties. She is a dif- 
ferent being from the housewife of just 
ten years ago. 

When today’s housewife goes to a food 
store, for example, she makes twenty 
purchases instead of the ten she did 
then. She has 25 per cent more real in- 
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come to spend and she has, in general, 
more mouths to feed than ten years ago. 
The store she goes into carries 6,000 
items instead of the 3,000 it did in 1947. 
Besides, there are now 15,000 new food 
items being purchased each year instead 
of the 2,500 that were introduced annu- 
ally then. The picture is one of a woman 
who has to buy a lot of things very fast. 
Since there is twice as much advertising 
today as there was then, plus all these 
new products and brand names to learn, 
she has developed a knack of learning a 
little about many instead of a lot about 
a few. As a result, there is not much 
sense in trying to trick her into reading 
your sales story. Nor in trying to fill her 
mind with all your product points. In 
fact, if you can get one important 
thought about your product into her 
mind as she races by, you have done 
your job. That is all she really wants to 
know, and it is about all her overbur- 
dened mind and memory can digest 
about any one packaged item. 

Now, most nationally advertised pack- 
aged brands just do not have any exclu- 
sive product selling point that can act 
as a sales determinant all by itself. So, 
how can they get past the defenses of this 
new kind of buyer? That is where the 
image business comes in. 

We have suddenly rediscovered that 
an emotional feeling about the product 
can be the strongest selling point that 
many items—for which no specific prod- 
uct advantage exists—can have. This may 
not be any great new revelation, of 
course. It was used with tremendous suc- 
cess the last time around when we had 
rollicking prosperity in the land. That 
was during the ‘twenties. In those days, 
it was known as snob appeal. It did not 
take the deepest kind of thought to come 
up with the concept that lots of people 
want to use the kind of product that the 


people whom they admire, envy, and 
emulate use. This was the first writhing 
in the primeval ooze of the image-pro- 
jection concept in advertising. It took 
the form then of the celebrity testimo- 
nial. That sold a lot of cigarettes, cold 
cream, and finally about anything you 
can mention. In fact, it was too good. It 
became so universally used that research 
seems to indicate that it was losing its 
potency. 

This does not imply that emulation, 
as a motivation, is on the wane, but just 
the straight-face celebrity-testimonial ex- 
pression of it. To use emulation success- 
fully today, you have to take the people 
into the act with you. You have to let 
them know your tongue is in your cheek, 
and that you are just asking them to go 
along with the gag. In other words, you 
cannot insult their intelligence with 
headlines like, “Marilyn Monroe bakes 
all her seven-layer cakes with Pillsbury’s 
Best.” But you can use emulation the 
modern way: by projecting an image of 
the product that gets people to think 
of it as the kind of product the people 
use whom they think they are like or 
wish they were like. And you can do it 
without cramming it down their throats 
or arousing resentment. Hathaway Shirts 
have demonstrated this. Modess has done 
a good job of it. So has Schweppes. Life- 
savers has done it for a nickel’s worth of 
candy. 

But what we have learned in recent 
years is that there is more to emulation 
than snob appeal. Marlboro, for exam- 
ple, is busy projecting an image of a cig- 
arette for the rugged, “‘rough-and-ready 
guy” who’s been around—an image, by 
the way, that most of us wish we fitted. 
Buick has created an image of a car for 
the successful young man who's on his 
way up. In New York, Ohrbach’s has 
succeeded in creating an image for it as 
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the store for the woman with the Saks 
Fifth Avenue tastes and Macy’s income. 
That fits a lot of New York women 
pretty comfortably. So, we have widened 
our base and understanding of how to 
use a product image to sell goods. But 
we have only scratched the surface of 
emotional selling through images. 


THREE KINDS OF IMAGES 


There are three kinds of images. The 
kind discussed so far is just one. It is the 
one that gives you a subjective feeling 
about the brand. It is the one that makes 
you feel that this is your kind of prod- 
uct when you hear or see the name. And 
for the life of you, you do not know why 
you feel that way. It is the one that the 
psychologists say you identify yourself 
with. 

Another image is the objective kind. 
This is advertising that simply tries to 
sell you the product emotionally, with- 
out argument. The difference is that this 
kind of advertising does not try to get 
you involved with this product through 
this process of self-identification. Instead, 
it tries to leave you with a mental pic- 
ture of the product that appeals to you. 
It is not a picture compounded of facts 
and figures, but of moods and rewards 
and values that surround it with a desir- 
able aura. Hamm's does it for beer. Ford 
does it for a car. Pepsi-Cola does it for 
soft drinks. 

The third is the most overlooked to- 
day. This is advertising that sells by im- 
planting a literal image in the consum- 
ers mind. A visual image. A picture. 
The Lucky Strike bull’s eye says Lucky 
Strike faster than the words on the pack- 
age do, one survey showed. Certainly, 
the G-E circle says General Electric 
faster than those words do. So do the 
Metropolitan Life’s tower and the Cadil- 
lac V. The lettering on the Colgate 


toothpaste carton says Colgate so dis- 
tinctively that the word need not be 
read. These are visual images that are 
“branded” into people’s minds. In these 
days of on-the-fly, off-the-cuff, quick-on- 
the-draw purchasing, this is the kind 
of brand image that operates almost au- 
tomatically at the point of sale. It can 
be a brand name in a shape, a trade char- 
acter, distinctive lettering on a package, 
a piece of design, or a picture of some- 
thing that stands for the product or the 
company. 

In the bewildering maze of today’s ad- 
vertising, an imposing percentage of 
Americans look at our advertising with- 
out consciously seeing it. They may get 
absolutely nothing out of any given ad- 
vertisement because they are too busy 
to concentrate on it. It can be argued 
that these are dull, unimaginative clods 
whose emotions cannot be stirred by pic- 
tures, words, or song. They are not 
bright enough to be convinced by our 
most cogent sales arguments. Therefore, 
they are not the opinion makers, the 
tryers of new things, the people other 
people follow, and so not the ones adver- 
tising is primarily beamed at. Maybe so. 
But these same people have to go to the 
food store and the drug store and select 
branded merchandise off the shelf just 
like other people. How do they do it? 

They perfom this function exactly as 
do the people who read and react to ad- 
vertising. They reach out their hand and 
pick up the package with the brand 
name they feel familiar with—the one 
they feel right about—the one they know 
or think they know. These are the for- 
gotten people—forgotten by advertising, 
that is. They need this feeling of reassur- 
ance and familiarity. They are no “dou- 
ble domes.” They want to play follow- 
the-leader. That way they know they 
will not go wrong. How can they do it? 
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They can do it if the advertising they 
do not consciously look at dins into their 
minds a simple, memorable, repetitive 
visual symbol of that brand name enough 
times so that it becomes part of their 
daily living, one of those familiar talis- 
mans on which they can rely rather than 
making independent decisions. 


BRAND NAMES 


The primary job of advertising has al- 
ways been to register the brand name. 
Today this job is more difficult than it 
ever has been, and by the same token 
more important than ever. Even alert 
people find it all but impossible to keep 
up with the brand parade. Is this the big 
overlooked area in today’s advertising of 
packaged goods? Would Green Giant ad- 
vertising, for example, be as effective if 
it were not for the jolly Green Giant 
himself on the label to remind the shop- 


per that this is the product whose adver- 
tising has impressed her? Does this 
brand-name symbol provide the missing 
link that keeps the desire that last night’s 
commercial fanned into being from 
burning itself out before she reaches the 
super market shelf? 

It may well be that, of the three brand 
images—the subjective, the objective, and 
the literal or visual—the last will prove 
to be the most important to the sale. If 
so, it will be ironic indeed in this day 
of rising concern with the factors of 
manner, overtones, reason why, corpo- 
rate personality, motivations, good taste, 
impact, and believability. For advertis- 
ing today is preoccupying itself with nu- 
ances and emotional and psychological 
reactions when it could be argued that 
the bulk of advertising is so great that 
many have no reaction to an individual 
advertisment, other than a numbed sense 
of being overwhelmed. 
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A understanding of consumer atti- 
tudes toward particular products or 
services is one of the most valuable 
guides to increased sales. Realizing this, 
research people in advertising agencies 
are constantly experimenting to find 
new and practical ways to discover the 
underlying nature of these attitudes. 
This paper summarizes the results of 
one such experiment. It reports on a 
project for the W. A. Sheaffer Pen Com- 
pany which used Guttman attitude scal- 
ing techniques to study consumer atti- 
tudes toward three mechanically 
different ballpoint pens. The survey was 
conducted in the Marketing Depart- 
ment of Russel M. Seeds Company, Inc. 

The report is in three main sections: 
the background and basic concepts of 
Guttman techniques; how these tech- 
niques were applied in the ballpoint 
pen survey; and finally what the survey 
showed about the commercial applica- 
tion of Guttman attitude scaling. 


THE BASIC CONCEPTS OF GUTTMAN 
ATTITUDE SCALING 


Guttman’s Definition of an Attitude 


According to Guttman, consumer at- 
titudes have at least two components: 
“content” and “intensity.”? Content in- 


1 The author is indebted to the W. A. Sheaffer 
Pen Company for permission to use certain mate- 
rial and to Dr. Paul C. Goelz, Professor of Market- 
ing, St. Mary’s University, San Antonio, Texas, for 
his help in the preparation of this paper. 

* For a complete discussion of these techniques as 
they were developed by Louis Guttman, and of 
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volves a measure of an individual's 
agreement or disagreement with a series 
of statements expressing particular as- 
pects of an object, person, or service. In- 
tensity measures the strength of his opin- 
ions towards thesc aspects. For example, 
the content of his attitude is measured 
by a consumer’s answer, “‘yes” or “no,” 
to the statement: “This ballpoint writes 
well.” The intensity of his opinion is 
indicated by a reply to: “How strongly 
do you feel about this: “Very strongly,’ 
‘strongly,’ ‘fairly strong,’ or ‘not strongly 
at all’?” 

Guttman further says that an attitude 
toward a product has been uncovered 
or revealed only when consumers’ re- 
sponses to both types of measurement— 
content and intensity—take on regular 
or predictable patterns. In _ essence, 
therefore, an attitude is a consistent set 
of opinions. If, for example, the answers 
given by a group of respondents to a 
series of questions concerning the price, 
package, and color of a product con- 
sistently follow some regular pattern, 
then price, package, and color—for that 
particular product at least—are all a 
part of one and the same attitude which 
consumers have toward it. Consumers 
may have additional attitudes toward 
the brand. There also may be additional 
aspects to the one attitude which are 





their relation to other attitude scaling theory, see 
Samuel A. Stouffer, Louis Guttman, Edward A. 
Suchman, Paul F. Lazarsfeld, Shirley A. Star, and 
John A. Clausen, Measurement and Prediction, Vol. 
IV, Studies in Social Psychology in World War II 
(Princeton University Press, 1950). 
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not uncovered by the particular series of 
questions involved. Nevertheless, the 
fact of a regular pattern in the answers 
to the questions that were asked is suf- 
ficient evidence within the framework 
of Guttman techniques that an organ- 
ized set of opinions or an attitude does 
exist toward the product in question. 


Constructing a Guttman Attitude Scale 


Before a Guttman attitude scale for a 
particular product can be constructed, 
it is necessary first to determine whether 
the individual responses to a series of 
questions about that product reveal an 
attitude within the Guttman meaning. 

After the interviewing has been com- 
pleted, the total content and intensity 
scores for each questionnaire are com- 
puted from the answers to individual 
questions.* Individual questionnaires 
then are ranked in order of total content 
score, and the content answer to each 
question for every questionnaire is re- 
corded separately on a large sheet of pa- 
per. If, on inspection, these content an- 
swers appear to exhibit a distinct or 
regular pattern, an attitude probably 
has been uncovered.‘ If go per cent or 
more of the individual answers fit into 


*To apply Guttman scaling techniques at all, the 
questionnaire used in the survey must include de- 
vices for measuring both the content and the in- 
tensity of a respondent’s answers. Generally, nu- 
merical values are assigned arbitrarily to each 
possible content or intensity answer on the ques- 
tionnaire. The total content and intensity scores 
then are found by adding for each questionnaire 
the values assigned to each response. See the next 
section of the paper for practical examples of these 
devices and how they were scored. 

*As readers already familiar with Guttman atti- 
tude scaling techniques will recognize, their de- 
scription in this discussion has been simplified con- 
siderably. For complete instructions, see Louis 
Guttman, “The Cornell Technique for Scale and 
Intensity Analysis” included in C. West Church- 
man, Russell L. Ackoff, and Murray Wax, Measure- 
ment of Consumer Interest, Conference on Experi- 
mental Method, end, University of Pennsylvania, 
1946 (Philadelphia: University of Pennsylvania 
Press, 1947), p. 60. See also the refinements sug- 


a particular set of response patterns, an 
attitude is said to exist, and a Guttman 
scale may be constructed to analyse its 
nature.® 

First, a table is constructed to show 
both the patterns into which content an- 
swers to a series of questions fall and the 
proportion of respondents who belong 
within each pattern group. A very sim- 
ple example might be: 


RESPONSE PATTERN GROUPS AND MEDIAN 
VALUES FOR Propuct “W” 


INTENSITY 





Median 

Per In- 
Cent of tensity 
Total Score 


Content 
Pattern 


Q1 Q2 Q3 
Groups 


YesNo YesNo Yes No 





50.0 5 
10.0 3 
20.0 1 
20.0 5 


100.0 





gested in Andrew F. Henry, “A Method of Classify- 
ing Non-Scale Response Patterns in a Guttman 
Scale,” Public Opinion Quarterly, XVI, No. 1, 
Spring, 1952, p- 94; Samuel A. Stouffer, Edgar F. 
Borgatta, David G. Hays, and Andrew F. Henry, 
“A Technique for Improving Cumulative Scales,” 
Public Opinion Quarterly, XVI, No. 2, Summer, 
1952, p. 273; Edgar F. Borgatta, David G. Hays, 
“Some Limitations on the Arbitrary Classification 
of Non-Scale Response Patterns in a Guttman 
Scale,” Public Opinion Quarterly, XVI, No. g, Fall, 
1952, p. 410; F. James Davis, Robert Hagedorn, 
and J. Robert Larson, “Scaling Problems in a Study 
of Conceptions of Air Force Leader Roles,” Public 
Opinion Quarterly, XVIII, No. 3, Fall, 1954, p. 279. 

* If, on inspection, the answers to a series of ques- 
tions do not reveal a distinct or regular pattern, 
there are two possible explanations. Either no at- 
titude has been uncovered by the answers to any 
of the series of questions; or, an attitude is re- 
vealed by answers to some questions and not by 
answers to others. Often it is possible to find a 
regular pattern where none before existed by elim- 
inating the answers to one or more questions, then 
rescoring and re-recording the answers for each 
remaining one. In such cases, it frequently is as im- 
portant to know that answers to some questions do 
not fit into an over-all pattern, as it is to find out 
that answers to others may belong to one. For ex- 
ample, it might be very significant to know that 
consumers’ opinions about the color, taste, and 
smell of a particular brand are related to each 
other, but that their ideas about its price are not 
an integral part of this particular attitude or re- 
sponse pattern. 
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To this table are added the median 
intensity scores for the respondents who 
fall into each content pattern group. 
These scores are calculated from the in- 
dividual intensity scores for each ques- 
tionnaire falling within the particular 
content group. In the table above, for 
example, 50 per cent of all respondents 
said ‘yes’ to each of three questions con- 
cerning Product “W” and at the same 
time indicated they felt ‘very strongly’ 
(intensity score of 5) about their an- 
swers; while 20 per cent said ‘no’ to each 
question and felt equally strongly about 
their negative replies. 

From the information contained in 
such a table, a Guttman attitude scale 
may be constructed. And from this scale, 
one overall measure can be derived for 
the content—that is, agreement or dis- 
agreement—of all consumers whose at- 
titudes toward the product have been 
expressed in their answers to a series of 
questions about that product. To con- 
struct the scale, Guttman uses both the 
per cent of respondents falling into each 
content group and the median intensity 
score for that group. One method is to 
use a graph. Median intensity is plotted 
on the vertical scale, cumulative content 
group percentages on the horizontal one. 

Figure 1 is a rough example of a Gutt- 


Group Median 
Intensity Score 


Feel Very Strongly - 


Feel Strongly W- 


Feel Fairly 
Strongly 

Feel Not So 274 
Strongly 


Don’t Feel Strongly /+ 
At All 


3- 


° 


man attitude scale drawn from the in- 
formation in the sample table. 

The position of each point on the 
graph is determined by the mid-percent- 
age point of each content group and the 
median intensity value for that group. 
Thus, Group A is represented by a point 
located at 25 per cent on the content 
axis and 5 on the intensity axis. 

Ordinarily, intensity is highest for 
consumers whose attitudes are extremely 
favorable or unfavorable in content, so 
that these graphs or attitude scales usu- 
ally take on a “U” or “J” shape similar 
to the one in the example. According to 
Guttman, the dividing line between 
those respondents whose attitudes are 
relatively favorable and those whose are 
relatively unfavorable is the point on 
the content scale at which the median 
intensity reaches its lowest or “zero” 
point. Respondents who fall to the left 
of the mid-cumulative percentage point 
of the content group in which the lowest 
intensity point is found are said to be 
relatively favorable in content toward 
the subject in question; respondents 
who fall to the right, relatively unfavora- 
ble. In the example, 70 per cent of the 
consumers interviewed would be con- 
sidered favorable to Product “W,” 30 
per cent unfavorable. 





v 





T 
Oo so 


Favorable 


3 yo te 0 70 do 95 60 


Unfavorable 


Per Cent Respondents in Content Group 
Ficure 1. Guttman attitude scale—-product “W.” 
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In addition, the shape of the curve or 
attitude scale gives some idea of the in- 
tensity of feeling accompanying or char- 
acterizing the attitude. Steep graphs in- 
dicate a wide variation in intensity; flat 
curves, a considerable degree of indif- 
ference. 

Following is a practical example of 
how the Guttman method was used to 
solve a research problem involving three 
ballpoint pens for the W. A. Sheaffer 
Pen Company. 


A COMMERCIAL APPLICATION OF 
GUTTMAN SCALING 


Objectives of the Ballpoint Pen Survey 


The Sheaffer Company was primarily 
interested in two main aspects of the 
three ballpoint pens included in this 
survey. First, which of three mechanical 
devices in the pens was preferred by 
consumers; and, second, did the pen 
with this device also rank first on an 
over-all basis as a writing instrument 
among the respondents who chose it? Be- 
cause the mechanical devices—and, 
therefore, the pens—were substantially 
different, the company felt that prefer- 
ence for a particular device might not 
necessarily go hand in hand with the 
most favorable over-all attitude toward 
one of the three pens. If it turned out 
that the pen with the most preferred 
mechanical device was ranked less favor- 
ably over-all among those who selected 
it than either of the other pens, further 
product development might then be in 
order. 


The Method 


To answer these two main questions, 
520 interviews were conducted in the 
Chicago area among middle-class men 
and women. Respondents were chosen 
from socio-economic ““B” and “C” areas 


on a random block sampling basis. Pre- 
vious surveys had shown that these areas 
were representative of the market in 
which the Sheaffer Company was inter- 
ested. 

Every interview dealt with all three 
of the mechanical devices. After trying 
each one, a respondent was asked to 
choose that device which he or she pre- 
ferred. Then, when one had been se- 
lected, each respondent was asked a se- 
ries of five questions concerning his or 
her over-all attitude toward the ball- 
point pen which contained the preferred 
device. 

The five questions which dealt with 
a respondent's over-all attitude toward 
a particular pen were distilled by a se- 
ries of pretests from an original list of 
sixteen. They were constructed so that 
the necessary content and _ intensity 
scores for Guttman scaling techniques 
could be computed for each individual 
questionnaire. Two sample questions, 
together with interviewer instructions 
to respondents, were as follows: 


Here is a list of words or phrases. Would 
you think about the pen you chose first and 
tell me whether you agree with these state- 
ments? For example, if I were to say, “The 
ink is a good color” and you agree with this 
strongly, you would say “Capital YES” or 
“Big YES.” If you agree with this mildly, 
you would say “Little yes.” On the other 
hand, if you do not agree with this, you 
would say either “Big NO” or “Little no.” 
In the event you neither agree nor disagree, 
you would say “so-so.” You may give the 
same answer as many times as you like. 
HAND CARD TO RESPONDENT SHOW- 
ING POSSIBLE ANSWERS TO THE 
QUESTIONS YOU ARE ABOUT TO 
ASK. HOWEVER, BEFORE READING 
THE QUESTIONS, MAKE SURE HE 
OR SHE UNDERSTANDS THE PRO. 
CEDURE THOROUGHLY. 
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Statement 
A. This pen writes 
smoothly 
B. I like the way the YES yes so-so no NO 
writing looks 


Answers 
YES yes so-so no NO 


In scoring the answers for each ques- 
tionnaire, content—or agreement—val- 
ues were arbitrarily assigned as follows: 
“YES” = 5, “yes” = 4, “so-so” = 3, “no” 
= 2 and “NO” = 1. For intensity, the 
numerical values were: “YES” and 
“NO” = 2, “yes” and “no” = 1, and 
“so-so” = o. The most favorable content 
score, therefore, for the five questions 
was 25, the highest possible intensity 
score, 10; similarly, the least favorable 
content score was 5, again with a maxi- 
mum intensity of 10. All other possible 
combinations ranged between these two 
extremes.® 


* Another way of getting at content and intensity 
scores is to use the method mentioned in the pre- 
vious section. That is, ask respondents if they agree 
with a statement, then give them a list of graded 
statements which reflect degrees of feeling. It 
should be noted that the content scoring for an- 
swers in the Sheaffer survey included an element 
of intensity scoring. Strictly speaking, “YES” and 
“yes” should have one content value, “so-so” a 
second, and “no” and “NO” a third. After experi- 
menting with differences between this method and 
the one used, we found no significant variations 
in rank order of the questionnaire. Guttman calls 
the “YES,” “yes,” “so-so,” “no,” and “NO” type 
of question used in the Sheaffer project a “fold- 
over” technique and has this to say about it: 
“Weighting the responses in this way means that 
in order to obtain an intensity score, we are in 
fact combining opposite ends of the check list, so 
that there are but three (combined) intensity cate- 
gories per question. Intensity, as obtained in this 
fashion is not in general scalable. Instead, it forms 
what is called a quasi-scale. . . . What we are try- 
ing to do is to obtain this intensity by direct em- 
pirical methods. The fact that our observed inten- 
sity is not perfectly scalable shows that it is not 
the pure intrinsic intensity we are seeking. No 
perfect way has yet been found of obtaining in- 
tensity, but satisfactory results are obtained even 
with imperfect intensity techniques. . . . While 
the fold-over technique does have . . . drawbacks, 
it does seem to average out the errors involved 

. and to provide a proper V or J-shaped curve 
in many cases.” Churchman, et al., see footnote 4, 


pps. 72-76. 


Findings of the Ballpoint Pen Survey 


From the results of the interviews it 
was possible to answer the two main 
questions of concern to the Sheaffer 
Company. First, a direct choice indicated 
which of the three mechanical devices 
consumers preferred. ‘Second, Guttman 
scaling techniques were applied to de- 
termine whether the pen with this de- 
vice also ranked first on an over-all basis 
as a writing instrument among respond- 
ents who chose it. 

After the interviewing was completed, 
each questionnaire was scored and indi- 
vidual responses for the five questions 
recorded to see if regular answer pat- 
terns did exist among consumer opin- 
ions toward each of the three pens. As 
the pilot test predicted, regular patterns 
did appear, and Guttman scaling tech- 
niques were applied. Results of this ap- 
plication for men and women choosing 
Pen A—the pen which contained the 
favored mechanical device—are pre- 
sented in Table 1.7 Columns 1 through 
5 of the table indicate how the response 
patterns were made up. Column 6 pre- 
sents the number of respondents who 
fell into each of these groups; column 7 
the percentage of total respondents in 
each group. Column 8 gives the cumula- 
tive mid-percentage points for each of 
the answer groups; column 9g, the me- 
dian intensity value for each content 
group 

Similar tables (not shown) were drawn 
up for Pens B and C, whose mechanical 
devices were chosen second and third re- 
spectively. Figure 2 was drawn from 
these tables. It presents Guttman atti- 
tude scales which were constructed for 
each of the three pens by plotting the 
cumulative mid-percentage point for 

"For obvious reasons these results have been al- 
tered to disguise the actual findings of the survey, 


but without destroying their value as an example 
of how the Guttman method was applied. 
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ing the mechanism of Pen A, the error in predictability for answers to each question on individual 
questionnaires was 5.6 per cent. 





* The mid-cumulative percentage point is computed by adding half the per cent of respondents in each group to the cumulative 
percentage total for ull groups up to that group. For example, 82 per cent is the mid-cumulative percentage point for the group 
with the lowest median intensity. It was calculated by addi 


2 per cent (half of the 4 per cent of dents in that group) to 
the total of all ious groups: 80 per cent. As the mid-cumulative percentage point of the group with the lowest median intensity, 
82 per cent is dividing point between the relatively favorable and relatively unfavorable respondents. That is, on an ove basis 
82 per cent of the respondents were relatively favorable, 18 per cent relatively unfavorable to Pen A. 


Group 
Median Intensity 
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Source: Table 1 and two similar ones not shown. 





Ficure 2. Guttman attitude scales for ballpoint pens A, B, and C. 
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each content group versus the median 
intensity score for that group—informa- 
tion contained in columns 8 and g of the 
tables. 

The mechanical device preferences 
and the over-all attitude ratings of re- 
spondents preferring these devices were 
as follows: 


Per CENT PREFERRING MECHANICAL JJEVICE VS PER 
CENT WITH RELATIVELY FAVORABLE OVERALL 
ATTITUDE: Pens A, B, C 





Per Cent 
Preferring 
Device 
in Pen 


Per Cent With 
Relatively Favorable 
Attitude 


Pen A 47 82 
Pen B : $2 65 
Pen C 21 58 


Pen 








In Guttman scaling, the mid-cumula- 
tive percentage point of the content 
group with the lowest median intensity 
score—or “‘zero’’ point—determines the 
proportion of respondents who are rela- 
tively favorable toward the subject in 
question. In the case of Pen A, there- 
fore, 82 per cent of the men and women 
interviewed were relatively favorable 
toward the pen containing the mechani- 
cal device they selected; 65 per cent of 
those selecting Pen B were favorable to- 
ward it; and 58 per cent selecting Pen 
C. Thus, not only was the mechanical 
device in Pen A preferred by the most 
consumers, but at the same time the pen 
itself had the highest over-all attitude 
rating among those who selected it. 

Further, from Figure 2, something of 
the nature of the over-all attitudes to- 
ward each of the three pens can be seen. 
The lowest or “zero” point of intensity 
on the attitude scale for Pen A—the pen 
with the preferred mechanism—is higher 
and to the right of the “zero” points for 
either Pens B or C, the second and third 
choices. In addition, the left section of 
the A curve is flatter than either of the 


other two, indicating that favorable 
opinions toward A were more intensely 
held than they were toward either B or 
C. Pen A, therefore, not only was more 
favorably received than either B or C 
among respondents selecting it, but at- 
titudes toward A also were more in- 
tensely favorable than they were toward 
the other two writing instruments. 

Lastly, an inspection of the answer 
patterns in Table 1 indicated certain 
weak areas in consumer attitudes toward 
Pen A, primarily in responses to ques- 
tions 4 and 5 to which a higher propor- 
tion of respondents answered in the neg- 
ative than did to the other three 
questions. In the aspects covered by 
questions 4 and 5, consumer opinions 
toward A were not as favorable as they 
were in other areas, indicating possible 
directions for future product develop- 
ment. 


GUTTMAN ATTITUDE SCALING AS A 
PRACTICAL RESEARCH TOOL 


As a practical research tool, Guttman 
attitude scaling requires no more com- 
plicated or expensive a questionnaire 
and field work than more conventional 
techniques. The questionnaire used in 
the W. A. Sheaffer Pen Company survey 
was straightforward and relatively sim- 
ple to administer. The five questions 
used to measure attitudes toward the 
three pens were developed through a 
series of standard pretests. As mentioned 
above, they were drawn from a list of 
sixteen statements originally suggested 
by a number of unstructured interviews 
on ballpoint pens. 

From these pretests several points 
were learned about the number and 
wording of questions to be analyzed by 
the Guttman method. First, a list of six- 
teen questions tires respondents. It also 
presents problems in the somewhat com- 





GUTTMAN ATTITUDE SCALING TECHNIQUES 


173 





plicated procedure of the Guttman scal- 
ing techniques. Further, the best ques- 
tions express one thought simply and 
straightforwardly. They do not contain 
conflicting ideas. They present negative 
ideas directly. 

The ballpoint pen survey also indi- 
cated that Guttman analysis does have 
certain commercial limitations both in 
the time required for analysis and in 
the complexity of the process itself. A 
trained analyst needs fourteen to sixteen 
hours to process 200 questionnaires sim- 
ilar to those used in the pen survey. A 
tabulator can handle the routine compu- 
tation and plotting of responses for in- 
dividual questionnaires, but when one 
does, the market analyst does not acquire 
the necessary detailed understanding of 
the findings. 

Lastly, an understanding of the com- 
plex techniques among those using the 
results of a Guttman analysis is some- 
times difficult to attain. It is not hard 
for a trained analyst to evaluate the find- 


ings from an application of the Guttman 
method. But in some cases it may be nec- 
essary to explain the scaling techniques 
and their significance to individuals 
with little working knowledge of re- 
search procedures. 


CONCLUSION 


Guttman attitude scaling techniques 
not only permit an understanding of the 
interrelationships of consumers’ opin- 
ions toward several aspects of a particu- 
lar brand or service, but they also pro- 
vide one over-all measure of respondents’ 
attitudes toward that brand or service. 

The results of the W. A. Sheaffer Pen 
Company survey suggest, however, that 
because of its complexity, the Guttman 
method is not especially suited to rela- 
tively simple problems in attitude re- 
search. When the nature of the problem 
does suggest its use, the method will af- 
ford an extremely penetrating analysis 
of individual answers to a series of ques- 
tions concerning the subject in question. 
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AUTOMOBILE DEMAND 


HANS BREMS 


Department of Economics 
University of Illinois 


N the July, 1957, issue of this JOURNAL, 
Marc Nerlove offers a criticism of my 
“Long-Run Automobile Demand”? as well 
as an alternative approach of his own. The 
main issues between us seem to be the fol- 
lowing. 


THE TWO EQUILIBRIUM CONCEPTS 


Nerlove’s theoretical concept of equilib- 
rium is rooted in Marshallian static analy- 
sis. By equilibrium, Nerlove means a 
stationary state of affairs which would ma- 
terialize (but never does) if nothing changed 
and enough time were given for everything 
to adjust itself to the stationary state. His 
rate of growth is one of adjustment to this 
equilibrium. More specifically, the rate of 
growth of a variable is said repeatedly, and 
most rigorously in Nerlove’s Equation (4),? 
to be in proportion to the gap between the 
equilibrium value of a variable and the 
actual value of that variable. 

While Nerlove’s rate of growth is one of 
adjustment to equilibrium, my own rate of 
growth was one of equilibrium itself. Equi- 
librium was defined as follows. Under the 
assumption that useful life is constant, and 
that the stock of a durable good will grow 
at a constant proportionate rate, the flow of 
demand for new units of that durable good 


*Hans Brems, “Long-run Automobile Demand,” 
THE JOURNAL OF MARKETING, XX, No. 4 (April, 
1955), pp- 379-384. 

Marc Nerlove, “A Note on Long-Run Auto- 
mobile Demand,” THE JOURNAL OF MARKETING, 
XXII (July, 1957), pp. 57-64. 
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is shown to be a constant proportion of the 
stock. For example, if useful life is ten years, 
and if stock is growing at 5 per cent per 
annum, demand in any year for new units is 
always 13 per cent of stock as of the pre- 
ceding years.* This constant proportion 
is called the equilibrium proportion, and it 
will, of course, exist only as long as stock is 
growing at a constant proportionate rate. 
The origins of this equilibrium concept are 
to be found in modern growth theory of the 
Harrod-Domar type, and it differs radically 
from the Marshallian tradition. 


ARE L AND G CONSTANTS? 


The obvious criticism of my own ap- 
proach, also made by Nerlove, is that useful 
life (L) and rate of growth of stock (g) are 
not, in fact, constants. He wants to turn 
them into variables within an economic sys- 
tem; and, to do so, Nerlove makes them de- 
pend upon such economic variables as 
prices and incomes. It is common in eco- 
nomic models to start out with certain con- 
stants that are later turned into variables. 
The use of autonomous investment in the 
Keynesian model of aggregate income de- 
termination is one example; the use of au- 
tonomous consumption in Leontief’s static 
open model is another. Specifically as re- 
gards automobiles, their relative price has 
changed so little over time that even Roos 
and Szeliski, in their ambitious and authori- 
tative analysis of automobile demand, de- 
cided to drop it entirely as a variable. 


* Compare my Table 1 on p. 379. 
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As regards income, the latter has actually 
been growing at a practically constant long- 
run proportionate rate (cf. Kuznets). Con- 
ceivably, the same might be true of what 
Roos and Szeliski called “supernumerary in- 
come,” and hence of desired automobile 
stock. As a first approximation, then, my 
constants L and g may serve us as well as 
autonomous investment served Keynes and 
autonomous consumption served Leontief. 
The quality of our prediction is the acid 
test here. To this test, we shall return in the 
last section. 


NERLOVE’S OWN APPROACH 
It follows from his theoretical founda- 
tions that what occupies Nerlove most of 
the time is not the task of finding the equi- 
librium path itself at all. Instead, he con- 
centrates on the determination of the year- 
to-year adjustment to it. This was the 


difficult task to which Roos and Szeliski de- 
voted themselves and upon which I did not 
want to try my fortune. Needless to say, any 
illumination of this difficult problem is wel- 
come, whether it is related to my paper or 


not. 

The Nerlove approach has the undisputa- 
ble merit of trying to define automobile 
stock in value terms not in terms of physical 
numbers. It is not reasonable of him, how- 
ever, to imply that I should like a 1937 
Plymouth as well as a 1955 Cadillac. I as- 
sumed demand to filter through the used- 
car markets in such a way that when a new- 
car buyer trades in his used car, the latter 
will replace somebody’s still older car which 
in turn will replace somebody else’s still 
older car, until finally a jalopy is junked.‘ 
This is the ultimate justification for my as- 
sumption that retired automobiles are re- 
placed by new ones. 

For his own approach, Nerlove claims the 
virtue that, although his statistical estimate 
is one of short-run changes in new-car regis- 
trations, “it is set up in such a way that we 
can see beyond it to equation (3), which 
represents the long-run demand function 
for automobiles.” From his statistical esti- 
mate, Nerlove first deduces the rate of de- 


* Same citation, p. 379, footnote 1. 


preciation d, later long-run price and in- 
come elasticities. His result for d alone 
would seem to discredit the estimate from 
which this result, and the results for income 
and price elasticities, were deduced. This 
will now be demonstrated. 

Two things disturb me in Nerlove’s rate 
of depreciation. The first is the minor one 
that, if you take the constant percentage d 
away each year, you will always have some 
value left, no matter how long you wait. In 
this sense, Nerlove’s cars seem to have 
eternal life. 

The second matter is more serious. For 
the appropriate rate of depreciation, Ner- 
love can estimate an empirical value in two 
alternative ways. In his Equation (6), he can 
divide the coefficient of p(t — 1) by the co- 
efficient of p(t) and subtract the result from 
one. Or he can divide the coefficient of 
y(t—1) by the coefficient of y(t) and sub- 
tract the result from one. 

In the former case, the result is so bad 
that Nerlove does not dare to tell his reader 
what it is—it is 67 per cent per annum! In 
the latter case, Neviove gets 45 per cent per 
annum and admits that “this may seem 
rather high.” He finds comfort in the state- 
ment that his result is not “an accountant’s 
measure of depreciation.” Instead, he says, 
it represents “that rate of depreciation im- 
plicit in the behavior of consumers, and it 
reflects their tastes and preferences as well 
as the technology of automobile manufac- 
ture.” All these things are accurately re- 
flected, however, in used-car retail prices; 
and anyone familiar with used-car lots and 
the NADA-guides will know that actual de- 
preciation is at most around 25, per cent per 
annum. This is barely more than one-half 
of Nerlove’s lowest estimate, and barely 
more than one-third of his highest! 


WORKABILITY OF THE TWO APPROACHES 


Professor Milton Friedman, as well as a 
large majority of businessmen, think that 
whether a model is true or not is immaterial 
as long as it works. Specifically, the latter 
means that the predictions based upon it 
come true. 

For obvious reasons, I hesitate to apply 
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this test. I am sure that neither Mr. Nerlove 
nor I have spent as long a time on this proj- 
ect as we would have liked. Also, we are 
both working with tools more crude than 
we would like. 

Yet, if I have to apply the workability 
test, I do have a certain feeling of satisfac- 
tion when observing 1956 and 1957 new-car 
registrations in the light of my model. I 
finished the latter in the fall of 1955 and 
estimated (p. 381) the 1955 equilibrium de- 
mand at between 4.7 and 6.0 million pas- 
senger cars. During 1955, 7-2 million new 
passenger cars were registered in the United 
States, and the industry saw no reasons why 


this high level could not be had for keeps. 
The year 1956 turned out, and 1957 is turn- 
ing out, however, to be well within the 
limits I indicated; and I should still think 
the industry would have been well advised 
not to base their investment plans on the 
1955 figure. 

What I said was not what the new-car 
sales of any particular year would be. What 
I did say was that 7.2 million new-car regis- 
trations was very much above equilibrium 
for the year 1955. In this sense, I have had 
more luck with my prediction than did Mr. 
Nerlove with his 45 to 67 per cent deprecia- 
tion of car values per annum. 


ON RESEARCHING RESEARCHERS 


SIDNEY HOLLANDER, JR. 


Sidney Hollander, Jr., Associates 
Baltimore, Maryland 


COMMITTEE of the American Marketing 
Association has conducted a useful 
survey to ascertain the content of Market- 
ing Research courses, the work actually 
done by beginners on marketing research 
jobs, and the opinions of both teachers and 
practitioners on the course content and the 
abilities important for the job. 


DEFECTS IN THE ANALYSIS 


As a descriptive survey, the Report serves 
its purpose well, but there are defects in the 
analysis. It deserves “A” on (to use its own 
terminology) “Ability to Use Statistical 
Methods” and “Ability to Write Clearly 
and Correctly,” but it probably does not 
earn a passing grade on two qualifications 
which the respondents place at the top of 
the list: “Ability to Recognize and Define 
a Problem,” and “Skill in Interpretation 
and Analysis.” For example, in comparing 


*Donald Blankertz, Robert Ferber, Donald F. 
Mulvihill, and Harry B. Roggenburg, “The Teach- 
ing of Marketing Research in Relation to Industry 
Needs,” THE JOURNAL OF MARKETING, XXI, No. 4 
(April, 1957), pp. 401-412. 


certain differences in the replies from the 
academic and the industrial respondents, 
the Report merely states: “The different 
perspectives from which the two groups 
ranked these qualifications may well ac- 
count for the apparent disagreement.” This 
is about as enlightening as to say of a con- 
sumer survey that “differences in sex may 
well account for the apparent disagreement 
in the answers received from men and from 
women.” What else, after all, could account 
for them? 

But if the rationale is unclear in com- 
paring the teacher’s and the practitioner’s 
views of qualifications for marketing re- 
search, the Report goes even further astray 
in relating these views to the content of the 
Marketing Research course. It errs by mak- 
ing the implicit assumption that content 
of the Marketing Research course should be 
determined by literal reference to the job 
duties and job qualifications revealed in the 
Survey. This leads to a two-fold error: (1) 
assuming that the entire training must 
come from the Marketing Research course; 
and (2) assuming that the course should be 
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shaped to the needs of the future practi- 
tioner. 

1. The Marketing Research course can- 
not do the whole job of preparing students 
for careers in this field. 

The student’s qualifications and training 
must include the curriculum prior to his 
research course and his subsequent training 
on the job. The typical one- or two-semester 
course will become hopelessly diffuse if it 
attempts to cover all the researcher's voca- 
tional requirements. For example, the Sur- 
vey shows the great importance attached by 
research practitioners to “ability to write 
clearly” and “accuracy in handling figures.” 
Now, it seems evident that if a student does 
not have these abilities by the time he enters 
the Marketing Research course—perhaps his 
third or fourth year in college—there is 
little that the Marketing Research instruc- 
tor can do to remedy this. A good Market- 
ing Research course will, to be sure, exercise 
both the student’s mathematical and writ- 
ing ability, but it cannot develop these ca- 
pacities where they do not exist and will 
only neglect more relevant material if it 
tries to do so. In the apparent belief that 
the content of the Marketing Research 
course should bear a one-to-one relationship 
to the necessary career qualifications, the 
Report states that there should be more in- 
struction in “technical writing,”’ but this is 


not necessarily what the industry respond- 


ents want when they underscore the need 
for “ability to write clearly.” It is significant 
that they put more emphasis than the teach- 
ers on arithmetical accuracy rather than sta- 
tistical technique. In fact, practitioners 
were consistently less hospitable than were 
the academic respondents toward the voca- 
tional emphasis in undergraduate training 
for Marketing Research. 

Another example shows the absurdity of 
expecting a single course to do the entire 
job. The Survey shows that in his first year 
on the job the career man in research 
spends a considerable amount of time at 
jobs frequently given to clerical workers 
without any previous training whatever. 
Yet the Report, reluctant to omit from the 
Marketing Research course any facet of 


training, and zealous to prepare the student 
for all the minutiae of research practice, 
finds that apprentices perform such tasks 
as “constructing graphs,” “direct clerical 
work,” and “coding questionnaires,” and 
concludes that this “points to the wisdom 
of emphasizing techniques in the Market- 
ing Research course.” 

2. The Marketing Research course should 
not be designed primarily for the career 
man. 

By “marketing research course,” I mean 
the elementary one- or two-semester course 
customarily required of all marketing 
majors, and not the technical courses availa- 
ble to specialists in the largest business 
schools. 

The Report directs the content of the 
course to what practitioners want and what 
apprentices do. Yet to many practitioners it 
is clear that what retards scientific market- 
ing today is not a lack of technically trained 
personnel, but the disinclination of market- 
ing management to make use of what tech- 
niques already exist. Granted that research 
technique is far from mature, the perpetual 
job of disseminating and improving it does 
not lie in the elementary course. 

Rather, since the great majority of stu- 
dents in these courses are potential sales and 
advertising executives, not research person- 
nel, the task is to show them how research 
is used, what it can and cannot do, rather 
than how to do it. To argue by analogy, I 
submit that we can do more to improve the 
quality of symphonies in this country by 
courses in music appreciation rather than 
in instrumental technique; and, further, if 
we stimulate sufficiently the interest in mu- 
sic appreciation, we shall not want for in- 
strumentalists nor will they have difficulty 
in finding ways of developing technique. 

Therefore, I believe that the Marketing 
Research course should be nothing less than 
an exposition of the entire scope of social 
science research, with illustrations of the 
ways in which this can be applied to mar- 
keting problems. In my limited teaching ex- 
perience, I try to show the evolution of the 
scientific method from the most remote ap- 
plications of the Renaissance astronomers 
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to the gradual recognition that the same 
spirit of scientific inquiry can be applied to 
our most proximate and intimate social and 
psychological affairs, such as studies of po- 
litical behavior, sexual behavior and racial 
conflict. A comprehensive list of these 
studies, and their relevance to Marketing 
Research, was presented by Steuart Hender- 
son Britt at the convention of the American 
Marketing Association in December, 1949.” 

In the Nineteenth Century, science had 
relatively little place in business at all. In 
the first part of the Twentieth, the business- 
man began to recognize the place of the 
natural and engineering sciences in his pro- 
duction and mechanical operations, but 
had no scientific basis for making his mar- 
keting decisions. This could not come about 
until the development of psychology, soci- 
ology, statistics, economics, the application 
of industrial engineering and cost account- 
ing concepts to marketing, and the accumu- 
lation of all manner of secondary source 
statistics. As the student becomes aware of 
the scope of these sciences and their applica- 
tion to various fields of human affairs, he 
can then appreciate their application to 
marketing decisions: the meaning of socio- 
economic class breakdowns, of word-associa- 
tion techniques, of projective interviewing, 
of productivity studies and distribution cost 
analysis. 

By exposure to a variety of marketing re- 
search examples—through guest speaker, 
lecture, text, supplementary reading and a 
few simple exercises—he may begin to ac- 
quire a feeling for the variety of research 
technique and a feeling for what can and 
cannot be done, so that he will not become 
doctrinnaire about specific techniques and 
will less likely fall victim to the procession 
of fads which seem to infect commercial 
practice. He may even develop an idea of 
the expense involved in various techniques 
and a rudimentary sense of when research is 
likely to pay off. Above all, he should be im- 
pressed with the spirit of scientific inquiry 
so that he will not unwittingly use mere 


* Steuart Henderson Britt, “The Strategy of Con- 
sumer Motivation,” THE JOURNAL OF MARKETING, 
XIV (April, 1950), pp. 666-674. 


opinion or tradition in facing marketing 
decisions without appreciating the extent to 
which facts might profitably be sought and. 
used. 

The student who is successfully exposed 
to such a course will know where to look 
for sample biases even though he cannot 
select a sample. He will know that second- 
ary data can answer a particular question, 
although he may not know where to find 
the statistics. He will know what to ask his 
accountant even though he cannot conduct 
distribution cost analysis. In short, he has 
the makings of a discriminating user of mar- 
keting research. 

Among other objections to the vocational 
emphasis in teaching Marketing Research 
is my belief that the subject cannot be 
taught in a university—certainly not in the 
elementary course—any more than the prac- 
tice of law or engineering can be taught. 
Just as some engineering schools are em- 
phasizing “engineering science” rather than 
practice, I believe that the undergraduate 
school should give the background of basic 
knowledge on which business practice 
stands: economics, psychology, accounting, 
language, and mathematics, to name some 
of the most important. It follows, then, that 
the Marketing Research course should rep- 
resent the application of these basics to mar- 
keting problems. To familiarize a student 
with technique gives him a spurious sense 
of reality. He learns a smattering and ac- 
quires the impression that he is practical; 
but his practicality has such limited applica- 
tion that it is misleading if not downright 
injurious. He feels a satisfying familiarity 
with the so-called “nuts and bolts,” but has 
little idea of what makes the machinery go. 


ADVANCED TRAINING IN MARKETING RESEARCH 


But, if the Marketing Research course is 
to be all “appreciation,” what about the 
small but precious minority who want to 
enter the field? Where are they to learn the 
actual practice of Marketing Research if not 
in the course of that name? One place, as I 
have suggested, is in advanced courses so 
specialized that they can be offered in only 
a few universities. Instruction in setting 
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sales quotas or questionnaire design would 
appeal to few undergraduates; but many 
students will do graduate work at a univer- 
sity offering such courses. 

Another source of technique is to be 
found in courses offered in other depart- 
ments than Marketing, sometimes alto- 
gether outside of the business field. Experi- 
mental Psychology, Sampling, and Design 
of Experiments are all technical courses 
which will contribute as much to the po- 
tential marketing researcher as any he will 
find in his marketing curriculum. Some 
might want to take Cost Accounting for 
practice in distribution cost analysis; others 
should cross the line into the Engineering 
School to carry on the application of Time 
Study to various storage and selling func- 
tions. Such inter-disciplinary excursions 
permit greater specialization—what Markct- 
ing department could offer courses in all of 
these?—and more important, emphasize to 
the future practitioner the dependence of 
his skill on many fields. It also reminds him 
of the fact, too often neglected in the ele- 
mentary course, that marketing research 
does not consist of consumer surveys alone.® 

Although students vocationally inclined 
toward marketing research should neces- 
sarily constitute a minority of those en- 
rolled in the “appreciation” course, they are 
growing in number and they require en- 
couragement and training from both busi- 
ness and academic sources. As one who has 
both taught and practiced in this field, I 
would rather offer the vocational training 
in my business than in my courses, and I 
believe most of my fellow practitioners feel 
the same. In my own recruiting, I prefer the 
liberal arts graduate who is sophisticated in 
the concepts of social science research, be- 


*Robert J. Holloway, “Marketing Research is 
More Than Surveys,” THE JOURNAL OF MARKETING, 


XVII (January, 1953), pp. 298-300. 


cause he is more receptive to whatever tech- 
niques may be required for the particular 
project at hand. 

I believe many of us are also willing to 
take apprentices, either those still enrolled 
in the university or recommended graduates 
seeking technical experience. This is the 
best way for industry to train its own man- 
power, and it is also a way for the student 
to break through the vicious circle of “no 
job available without experience; no ex- 
perience to be gained without a job.” 


FINAL CONSIDERATIONS 


Such a program of apprentice-training is 
only one phase of the subject of academic- 
business relationships. Some of the larger 
aspects also need exploration. 

For instance, as a university lecturer, I 
have been shocked on several occasions by 
what appears to be brazen exploitation of 
Marketing students by industry: hiring stu- 
dents to conduct rigged surveys that defy 
the scientific principles we try to teach; ap- 
propriating the instructor’s skill by offering 
student employment through the Market- 
ing Department; conducting essay contests 
under academic sponsorship that reward 
only those who grind the sponsor's axe. 

As a businessman, on the other hand, I 
see exploitation of a different sort: students 
who depend on public relations handouts 
to get them through the course, who write 
dissertations based on what an executive 
tells them and contribute no knowledge— 
or, worse, inaccurate analysis—in exchange. 

A number of A.M.A. members share my 
concern with this problem. Therefore, I 
take this means of suggesting that the ap- 
propriate A.M.A. committee draft a code 
of academic-industry relationships and that 
we look forward to curbing some of these 
abuses as well as cultivating the apprentice 
relationship suggested in this review. 
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ON RESEARCHING RESEARCHERS: 
A REJOINDER 


DONALD F. BLANKERTZ 
Department of Marketing 
Wharton School of Finance and Commerce 
University of Pennsylvania 


T might be argued that courses in mathe- 
matics and English should not teach 
how to work with mathematics and how to 
read, but how to hire mathematicians and 
buy good books. And it is argued by Mr. 
Hollander that courses in marketing re- 
search should show students “how research 
is used, what it can and cannot do, rather 
than how to do it.”” Moreover, he states “the 
subject cannot be taught in a (sic) univer- 
sity—certainly not in the elementary course 
—any more than the practice of law or en- 
gineering can be taught.” This is strange 
doctrine. 

Collegiate degrees are granted at a cere- 
mony called “Commencement.” Only sim- 
ple souls.assume that no practice, training, 
or experience is needed for these academic 
graduates to become accomplished prac- 
titioners. But to assume that universities are 
unable to prepare men and women for 
specific careers, although a refreshing re- 
versal of usual criticism, is close to nonsense. 

In short, Mr. Hollander seems badly to 
have overstated his case. In his zeal to show 
that mere concern with techniques is not 
enough, he has been lured into insisting 
that they are (1) of no account, (2) unteach- 
able, and (3) the province of the profes- 
sional for imparting to his apprentices. 
Having agreed with him so many years on 
the appropriate emphasis, as we saw it, for 
research courses, it is sad to observe him 
now satirically throwing out the baby with 
the bath water. 

A research course not concerned with 
techniques easily might become (1) a survey 


course of the type sometimes called Movies 
101, or (2) a Great-Books curriculum in ten 
easy lessons. And, if this be true, it is of 
some use to inquire of teachers and prac- 
titioners as to the vocational values of mar- 
keting research courses. Then, having in- 
quired, it is not inappropriate, perhaps, to 
analyze results in this framework. 

Most important, the study made presents 
the facts uncovered for the consideration of 
teachers. Mr. Hollander makes his interpre- 
tation; and it is hoped others are free both 
to interpret the findings and to apply them 
as they see fit. Patently, most teachers are 
not seeking to be procurers for research 
agencies and need not be belabored for high 
vocationalism. 

Mr. Hollander’s suggestions for a “pro- 
gram of apprentice-training” probably will 
be welcomed by most teachers. Those in- 
dividuals in research classes who choose re- 
search as a starting point for their career 
could benefit greatly from such a program. 
The initiative, obviously, must come from 
research agencies or departments. 

“Exploitation,” such as Mr. Hollander 
warns against, does not seem an evil to be 
eradicated by legislation or pronounce- 
ment. The teacher who falls for these blan- 
dishments of the devil is a gull, indeed. The 
question perhaps, as many others raised by 
Mr. Hollander, is one of the quality of re- 
search instruction or the level of discern- 
ment of the instructors. This, it may be re- 
peated, was not the subject of the study 
under discussion. 








Wroe Alderson 
Albert W. Frey 





Committee on Biographies 
PERRY BLISS, Chairman 
E. T. Grether 
John E. Jeuck 


Fred M. Jones 
Franklin Lynip 








MELVIN 1. 


ROBABLY as much as any single in- 
P dividual, Melvin T. Copeland gave 
shape and direction to Marketing as it 
is taught in schools and colleges through 
out the United States today. In the 
development at Harvard, others were 
associated during the edrly days of the 
Business School—particularly Dean Ed- 
win F. Gay, Mr. Arch W. Shaw, and Pro- 
Paul T. Cherington—but it was 
Copeland who evolved the characteristic 
structure of the Harvard Marketing 
course, with its emphasis on the con- 


fessor 


sumer as the central focus, its pre-emi- 
nent concein with dynamic rather than 
Static aspeets, and its organization along 
the lines of business management func 
tions rather than physical tasks or eco- 
nomic functions. 

In this last connection, it may be re- 
marked that Copeland, though trained as 
an economist, struck boldly away from 
economic theory as a basis for Market- 
ing. [Throughout his career he has always 
held to the view that marketing has 
more to contribute to economic theory 
than economic theory has to contribute 
to marketing. It is consistent with this 
thinking that Copeland in 1924 in his 
Principles of Merchandising tried to lay 
some foundation stones for marketing 
theory in his formulation of consumer 
buying habits and consumer buying mo- 
tives. He has long since recognized that 
some of these early generalizations were 
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premature, but it cannot be denied that 
they pointed toward the type of explora 
tion of marketing theory that is in full 
swing today. 

Intimately connected with the evolu 
tion of the marketing course during the 
formative period of the Harvard Busi- 
ness School were two other activities in 
which Copeland was likewise the central 
figure, namely. the studies of retail and 
wholesale operating costs and the devel 
opment of the case method of instruction. 

The pioneer endeavor of its kind any- 
where in the world was the undertaking 
of the newly established Bureau of Busi- 
ness Research in to find out the 
costs of running shoe stores. Copeland 
himself has commented as follows on the 
significance of this initial project: 


1911 


Ihe whole field of distribution costs was 
virgin territory for study. A start could have 
been made almost anywhere, but instead of 
spending time in a canvass of where to be 
gin, the retail shoe trade was picked, more 
or less arbitrarily, for the opening wedge. 

That administrative decision had broad 
significance not only for the development of 
research at the Harvard Business School but 
also for business research in general and fo 
other types of research as well. Instead of 
starting out to study the whole field of dis- 
tribution costs at one time or even to try 
the entire retail field, the under 
taking was narrowed down to one trade. It 
did not matter greatly which trade was se- 
lected. The important thing was to limit 
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the study to a sufficiently narrow area to 
have a chance of obtaining some significant 
data within a reasonable period of time. 
Phat was the first application of a principle 
which has continued for over forty years to 
be followed in the School’s research activi- 
ties—namely, what later came to be called 
the “pedestrian” or “step-by-step” approach. 
It is a slow process and requires great pa- 
tience, but the results of using that ap- 
proach are likely to be more lasting than 
those of an omnibus type of research.! 
Copeland was not the first Director of 
the Bureau of Business Research. (That 
was Dr. Selden O. Martin.) But when 
the Bureau’s second venture—a study of 
retail grocery store costs—was launched 
in 1914, Copeland was given responsibil- 
ity for this project; and in 1916 he became 
Director of the Bureau. With the re- 
sumption of research following the close 
of World War I, Copeland vigorously 
led the Bureau during its period of 
greatest activity, up to the middle 1920's. 
The importance of such collection of dis 


tribution cost data as a means of pro- 
viding a factual foundation for the study 
of marketing, as well as other business 
subjects, was rapidly perceived; and Bu- 
reaus of Business Research soon became 
part of the organization of many schools 
of business. 


Even as early as 1920, however, Cope- 
land’s own interest had begun to move 
toward what he regarded as an even 
more important experiment than the dis- 
tribution cost studies. That experiment 
was the case method of instruction, a de- 
velopment that had been incubating at 
Harvard ever since the opening of the 
Business School in 1908. Copeland has 
sketched the sequence of events that led 
to the publication of the first case book, 
his Problems in Marketing, in 1920: 


In 1912 Dean Gay made the move 


* From a forthcoming history of the Harvard Busi 
ness School on which Copeland is now engaged. 


whereby one section of the course in Com- 
mercial Organization (later renamed Mat 
keting) came to be conducted on a discus 
sion basis. The situations discussed were 
ones presented, for the most part, in rathe1 
general terms in the books and articles as 
signed to the students to read, or derived 
from such assignments. Those situations 
were not cases, in the later sense, but there 
was continuous Progress was 
made, nevertheless, even though it was slow. 
From the crude start in 1912 an outline of 
the subject was developed and material 
gradually was assembled which made possi 
ble the publication of the first business case 
book in 1920. 


discussion. 


The editor of that first Marketing cas 
book was favored by certain circumstances. 
In the first place, over the preceding seven 
years he had hammered out what seemed to 
him to be a systematic outline of his subject. 
Hence his task was to find or conceive real- 
istic situations which would illustrate each 
of the main points in the outline. In the 
second place, he had been accumulating a 
file of problem situations which had come 
to his attention through the contacts of the 
Bureau of Business Research, through other 
contacts with businessmen, and through a1 
ticles and reports published in various busi- 
ness magazines, government reports, and so 
on. In the third place, the editor had had 
the experience of conducting classes in Ma 
keting, Business Statistics, and European 
Trade by the discussion method for five 
years from 1912 to 1917 and in the special 
session in 1919. He had learned some points 
on what is conducive to a lively and profit- 
able discussion in the classroom. 


Although by present standards many of 
the cases in the 1920 Problems in Mar- 
keting book were sketchy and fragmen- 
tary, this case book proved from the start 
to be an effective teaching instrument; 
and three subsequent editions following 
rapidly in the next ten years exhibited 
marked improvement in the quality and 
range of the case material. 

Strictly in the area of marketing, Cope 





184 THE JOURNAL OF 


MARKETING 


October 1957 





land's contribution culminated in this 
period. As his own words intimate, it was 
essentially a contribution growing out of 
a union of the three activities in the 
formative period of the Harvard Business 
School which all revolved around him as 
the central actor, namely, the creation 
of the Marketing course, the studies of 
retail and wholesale operating costs, and 
the development of the case method of 
instruction. 

‘At least equal in importance with his 
contribution to Marketing is Copeland's 
contribution to education generally in 
his profound influence on the case 
niethod. Following the publication of 
Problems in Marketing in 1920, Dean 
Donham moved vigorously to effect the 
conversion of the entire curriculum to 
the case method, and as the most practi- 
cal means of obtaining case material 
quickly he centralized the collection of 
cases in the Bureau of Business Research 
under Copeland’s direction. Thus, in 
this formative period of case develop- 
ment, Copeland’s ideas were profoundly 
influential in shaping the techniques 
both of writing and of using cases. A] 
though case collection was decentralized 
in 1926, the Copeland tradition of case 
writing and case teaching continued to 
be powerful for a long time. In recent 
years there have been many new devel- 
opments of importance in the writing 
and use of cases, but it still remains true 
that the basic foundation was laid in the 
period when Copeland's influence was 
dominant. 

Aside from the marketing books al- 
ready alluded to, Copeland’s publications 
have ranged over several other fields: 


cotton textile manufacturing and mer- 
chandising, statistics, raw commodity 
prices, and the functions of directors and 
business executives. Also, in this busy 
multiplicity of academic work, he found 
time for useful public service, notably as 
Executive Secretary of the Conservation 
Division of the War Industries Board in 
World War I and as Chairman of the 
Massachusetts Committee on Post-War 
Readjustment during World War II. 
Other activities, which have continued 
into retirement, include business con- 
sulting on marketing and administrative 
problems and a Trusteeship of Bowdoin 
College. 

At 72, “Doc” Copeland is still vigor- 
ous, both mentally and physically, and 
his contributions are by no means ended. 
But whatever the future holds, his great- 
est contribution will be the men that he 
has developed. Such educators as Presi- 
dent Malott of Cornell, President Baker 
of Ohio University, Dean Richard Don- 
ham at Northwestern, Dean Culliton at 
Notre Dame, and Dean David, recently 
retired from Harvard, all in one sense 
or another have been Doc Copeland's 
“boys,” as have such members of the 
Harvard Business School Faculty as Neil 
Borden, Edmund Learned, George Al- 
bert Smith, and the late Charles Gragg. 
Through these and others ‘whom he 
trained and inspired, as well as by his 
own particular accomplishments, Mel- 
vin T. Copeland has made a lasting im- 
print on both business school and college 
education in the United States. 

Ma.tcotm P. McNair 
Harvard Graduate School of 
Business Administration 
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1. ADVERTISING 


1.1 TV Grabs Off the Growth Prizes, Business Week, 
March 30, 1957, p. 123. [R.J.H.] 


The annual survey made for Printers’ Ink by 
McCann-Erickson, Inc., estimating the amounts 
spent in 1956 on advertising, including time, space, 
production and talent costs, shows that a record 
sum of $9,928 million was spent by advertisers on 
all advertising media last year, an increase of 8.6 
per cent over 1955. It is predicted that the steady 
increase in the amount of the national advertising 
budget will persist this year with a rise of 10 per 
cent forecast for 1957. All media, except network 
radio, benefited by the additional expenditures on 
advertising and showed additional dollar volume 
for 1956. However, television was the only medium 
to increase its share of the total advertising budget: 
it received 12.6 per cent of money spent, compared 
with 11.1 per cent in 1955, and its dollar volume 
increased by $230 million or 22.4 per cent, the 
greatest gain in both dollars and percentage shown 
by any medium. 

If time and space sales of advertising only are 
considered, excluding production costs and various 
discounts, figures for national media tell the fol- 
lowing story for 1956: (1) TV received $985 million, 
newspapers $805, million and magazines $782 mil- 
lion; (2) TV time sales increased by $80 million 
over 1955, a gain of 20 per cent; (§) While news- 
papers revealed an 8.6 per cent increase in lineage 
for general advertising, their automotive advertis- 
ing lineage was down 9.9 per cent, resulting in a 
total increase in lineage of 2.7 per cent; (4) Maga- 
zines showed a 10 per cent gain in revenue and a 
4 per cent gain in number of pages; (5) Although 
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radio network sales declined, regional networks and 
spot sales showed gains of 26.2 and 17.6 per cent 
respectively, giving a total gain of 4.8 per cent. 

TV appeared to be providing strong competition 
for the advertising dollars of many industries: this 
was revealed most clearly in the automotive field, 
but there were indications of it also in the toilet- 
ries, drugs and foods fields. On the other hand, 
newspapers showed gains in tobacco advertising, 
while TV time sales here were down approximately 
$1 million. 


1.2 In ’56 Top 100 Advertisers Invested $754,274, 
612—Up 12 Per Cent PIB Reports. Advertis- 
ing Age, April.1, 1957, p. 1. [R.J-H.] 

The Publishers Information Bureau has recently 
made available figures compiled by Leading National 
Advertisers, Inc., showing the amounts spent on 
certain advertising media in 1956 by the top one 
hundred advertisers in the business world. These 
figures appear in Advertising Age and give, for 
each company, amounts spent on general magazine 
advertising, farm magazine advertising, Sunday 
magazine sections and network television. The fig- 
ures are based on measurement of eighty-eight gen- 
eral magazines or groups, five farm publications, 
three television networks, and American Weekly, 
Family Weekly, First Three Markets Group, New 
York Mirror Magazine, New York Times Magazine, 
Parade, and This Week Magazine. In addition there 
is a table comparing total amounts spent by these 
same companies on the same advertising media for 
the years 1953 te 1956. 


1.3 Median Advertisers to Spend 10 Per Cent More 
in °57, ANA Told. Advertising Age, March 18, 
1957, P- 2. [R.J-H.] 

A survey made by the Association of National 
Advertisers shows that advertisers this year plan to 
raise their budgets by 10 per cent over 1956. Of the 
259 companies covered by the survey, 179 or 69 per 
cent plan higher expenditures with the median in- 
crease being 10 per cent, 54 or 21 per cent will 
keep spending on a level with 1956, and 26 or 10 
per cent will economize in this area. Advertising 
Age sets out figures for 26 industries showing for 
each of them 1955, 1956 and estimated 1957 ad ex- 
penditures expressed as percentage of net sales 
(median percentages in all cases). 


1.4 Annual Tabulation of Advertising Agency Bill- 
ings. Advertising Age, Feb. 25, 1957, p. 1. 
[R.J-H.] 


Advertising Age reports the 1956 billings, together 
with the billings for the years 1944 to 1955 where 
available, of the thirty-four top advertising firms in 
the $25 million and over group and the forty-three 
agencies in the $10 million to $25 million group. 
It also gives billings for 1955 and 1956 for the 


fifty-six agencies in the $5 million to $10 million 
group, 100 agencies in the $1 million to $5 million 
group and 184 agencies in the under $1 million 
group. These billings show the amount of business 
done by the agencies for their clients and do not, 
of course, represent income. In addition Advertis- 
ing Age gives agency-by-agency reports. The re- 
ports on agencies billing $5 million and over are as 
complete as possible and include every agency in 
the U. S. and Canada in this category, but the lists 
of firms billing under $5 million include only those 
agencies which volunteered their figures. For the 
first time three agencies have billings of over $200 
million each for one year’s operations: J. Walter 
Thompson Co., McCann-Erickson and Young and 
Rubicam. 


1.5 Top 100 Outdoor Advertisers Spent $2,262,386 
More in 56, OAI Reports. Advertising Age, 
February 25, 1957, p- 3- [R-J-H.] 


Outdoor Advertising Inc. has recently released 
figures showing amounts spent on outdoor adver- 
tising in 1956 by one hundred of its largest users 
in the American business field. These figures are 
reprinted in Advertising Age together with figures 
for 1955. The total spent on outdoor advertising in 
1956 by these 100 firms was $95,685,027 as com- 
pared with $93,422,641 in 1955 and $91,799,317 in 
1954. For the third year in a row, General Motors 
led the list with expenditures of $10,945,254. 


1.6 Motivation Research and Advertising Reader- 
ship. Franklin B. Evans, The Journal of Busi- 
ness, April, 1957, pp. 141-146. [S.c.H.] 


Evans subjected forty-one soap and cleanser ads 
originally appearing in Good Housekeeping to con- 
tent analysis based upon motivational criteria de- 
veloped from an earlier study conducted by Social 
Research, Inc. The marks earned by each ad on 
this content scale were then compared with the 
Starch readership ratings for the same ads. A sig- 
nificant correlation was noted. 


1.7 Rising Interest in Identity. Chemical Week, 
April 13, 1957, pp. 108, 110, 112. [w.c.] 


Several large chemical companies are adopting 
new trademark designs. These moves underscore 
the feeling that stronger corporate identity in the 
industry and with the public is required. For many 
companies, recent mergers have caused temporary 
confusion on corporate identities. In another case, 
too many similar trademarks of other companies 
are confusing. 

Establishing corporate identity is often difficult 
and expensive. The physical problems of changing 
signs, stationeries, etc. may be staggering. But the 
need for improved identification is usually pressing 
enough to warrant overcoming these problems. 
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1.8 Advertising Rate Policy: A Neglected Area of 
Study. S. Watson Dunn, Journalism Quar- 
terly, Fall 1956, pp. 488-492ff. [w.t.] 


Newspaper profits have declined from 15.35 per 
cent of total revenue in 1945 to 4.75 per cent in 
1955- The author questions newspaper editors’ lack 
of interest in the causal factors of this decline. The 
following hypotheses are offered as explanations for 
this unconcern: 


1. The impression that price competition is sub- 
stantially less important than non-price competition 
in selling space. 

2. Newspaper peoples’ preference for secrecy 
about matters concerned with rates. 

3. Absence of long-range rate planning and pol- 
icy in a great many newspapers. 


The outcome of these beliefs has been a high de- 
gree of rate rigidity and the establishment of in- 
flexible rates which are entirely out of line with 
cost and supply—demand factors. 

It is suggested that certain aspects of product 
pricing techniques may prove valuable in establish- 
ing newspaper advertising rates. Among these are 
more adequate price research, an investigation of 
elasticity, and a consideration of competitive fac- 
tors in rate selling. 


1.9 La Parisienne accepte la publicité sous bénéfice 
d’inventaire. Vente et Publicité, May, 1957. 
[P-E.] 


This article gives the important points of an at- 
titude to advertising survey carried out by the 
leading French advertising agency—Synergie. 

The survey was modeled on a 1940 survey of the 
Harvard Business School. The same survey was 
done in Switzerland in 1954. French marketers often 
say that persuasion is more difficult in France than 
in the USA, people being more suspicious of ad- 
vertising and salesmen. 

The survey generally supports the belief. For ex- 
ample, 78 per cent of French women expect exag- 
gerations in advertising (v. 21 per cent of American 
women), 74 per cent doubt that products will turn 
out as advertised (v. 39 per cent of American 
women), and go per cent prefer educative (non- 
persuasive) advertising (v. 76 per cent of American 
women). 

But a certain confidence does exist in advertising 
—probably more than suspected. 71 per cent of 
French women believe that ads help them to buy 
more intelligently. And advertising is generally ac- 
cepted. If 64 per cent do not believe that advertis- 
ing brings prices down, 86 per cent realize that its 
stimulation of demand makes people work. 

The Swiss statistics follow the French with two 
exceptions. Swiss women have more confidence in 
retailer ads (80 per cent v. 62 per cent of French 
women believe they help them to buy more intel- 
ligently). And 79 per cent find it normal that adver- 


tising should exaggerate. They do not believe, how- 
ever, that advertising is as honest as they would 
like, 85 per cent doubting that products always de- 
liver what their ads promise. 

The French tend to talk in generalities. One rea- 
son for this is the lack of specific information. This 
survey gives a few figures and signals the need for 
caution in the use of generalities. It is to be hoped 
that this study will be continued in more depth 
and extended to the provinces (the sample was 300 
housewives in Paris), and that other agencies will 
undertake similar work. 


1.10 Annual Volume of International Advertising 
1956-1957. (New York: International Advertis- 
ing Association, Inc. New York City, May, 
1957), Pp. 12. [R-L.C.] 


This report contains the findings of the Eighth 
Survey of International Advertising conducted by 
the International Advertising Association. The data 
are shown in two sections. Section One is devoted 
to the advertising done by U. S. companies operat- 
ing in the international markets. Section Two is 
devoted to the advertising done in each country by 
all companies, that is, L. S. companies as well as 
domestic and other foreign companies. 

The data on international advertising done by 
U. S. companies were gathered through a mail sur- 
vey of 3,600 firms selected from lists obtained 
from the best available sources. Questionnaires were 
mailed to a sample of such firms, with one follow- 
up mailing to non-respondents, and a second fol- 
low-up by telephone. The data on advertising in 
the foreign countries included in this survey were 
obtained from secondary sources by McGraw-Hill 
International. 

The findings of this survey are pointed up in an 
article, “Around the World with Three Billion Ad- 
vertising Dollars,” by Alexander O. Stanley, in 
Dun’s Review and Modern Industry, June, 1957 (pp. 
153 ff). 


1.11 Duo ou Dualité—le chef de publicité de l’an- 
nonceur et celui de l’agence. Henri Dufour et 
Alain Meyer, Vente et Publicité, June, 1957. 
[P.E.] 


This article gives the opinions of several leading 
advertising men on a particularly pungent subject 
in France—the functions of the advertising depart- 
ment and the agency. 

The opinions were expressed at May meetings of 
the Cercle de Perfectionnement des Cadres de la 
Publicité. M. Dufour is chef de publicité at Bramp- 
ton-Renold (manufacturer). M. Meyer is Directeur 
Commercial of Publi-Rexor (agency). Most French 
companies can change advertising agencies only 
with great difficulty. Unless their contract with 
their agency stipulates to the contrary, a new 
agency must compensate the former agency for the 
lost business. 
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When it seems that the agency will not give satis- 
faction (for example in failing to test their ads), 
French companies often feel stuck and stymied. 
The opinion of M. Chapeau of Conord (household 
appliances) reflects this frustration. M. Dupuy, head 
of the big French agency bearing his name, noted 
that many French companies fail to exploit fully 
their agencies. One alternative is practically to 
eliminate the agency. M. Chauvet of Pompes 
Guinard has done this. 

Another alternative is to seek as much outside 
support as possible. M. Ollagnier of Philips 
(the Dutch electrical firm) does this. French agen- 
cies give satisfaction. M. Ollagnier is not dissatis- 
fied with his agency. He thinks that company ad 
men too often try to impose their will and take 
more than their share of credit. 


1.12 Around the World with Three Billion Adver- 
tising Dollars. Alexander O. Stanley, Dun’s 
Review and Modern Industry, June, 1957, 
PP- 153-157. [R-L.c.] 


Moving plants to overseas locations is changing 
the advertising habits of U. S. companies. How 
$478 million was spent by U. S. companies, how 
companies in twenty-two foreign countries allocated 
more than $3 billion in advertising, is detailed by 
the 1957 International Advertising Association sur- 
vey, which is abstracted in this DR&MI report. 


2. AREA ANALYSIS 


2.1 From These City Areas Come Tomorrow’s Vast 
Interurban Markets. Printers’ Ink, April 26, 
1957, PP- 36-41. [E-J-K.] 

The article summarizes the study, “Interurbia, 
The Changing Face of America,” which was jointly 
sponsored by the J. Walter Thompson Company, 
Yale University, and Fortune Magazine. Interurbia 
is defined as “an agglomeration of cities and sur- 
rounding densely populated nonfarm counties.” 
These land strips must include two or more metro- 
politan areas with two cities of 100,000 or one city 
of 100,000 and three cities of 25,000, plus adjacent 
counties with less than 25 per cent farm population 
and more than 100 people per square mile. There 
are fourteen such interurban markets today in the 
United States. 

Adjectives such as “suburban sprawl,” “scat- 
teration,” “regional urbanization,” “overlapping 
metropolises,” “rurbania,” are used increasingly in 
marketing discussions to describe the population 
pattern in which urban communities flow into sub- 
urban, exurban, or rurban, then into suburban, and 
into urban again. The pattern is repeated until an 
interurban region exists. Thus, marketers might not 
think of a Greater New York or a Greater Boston, 
Philadelphia, or Washington, but of what virtually 
is one 600-mile city from Maine or Haverhill, Mas- 
sachusetts, to Washington, D. C., or Norfolk, Vir- 
ginia, depending on the population definition used. 


Among the major findings of the study: 

Interurbia in 1957 accounts for almost half the 
population, and more than half of retail sales in 
less than four per cent of the nation’s land average. 
By 1975, Interurbia will include 60 per cent of the 
population and 70 per cent of all retail sales. 

The increasing mobility of families characteristic 
of Interurbia produces a strong up-grading urge. 
More people are reaching for better homes and 
more conveniences. 

Interurbia will move us toward an economy that 
will be larger, and more stable. City dwellers will 
develop into suburbanites with a hard goods hun- 
ger that will motivate them to work for the “ex- 
tras” of a modern society. 

Changes are predicted in retailing, product re- 
search, and test marketing as Interurbia develops. 
For instance, the friendly neighborhood dealer may 
become less important. Test marketing and product 
research will not be done in individual marketing 
entities, but in Interurban strips. Manufacturers’ 
sales organizations may grow smaller as people clus- 
ter together in Interurbia. Customers will be ex- 
posed to brands and prices they have not seen be- 
fore as the large cities in Interurbia grow towards 
each other. Very probably, Interurbia will con- 
tinue to affect the location of plants, warehouses, 
and branch offices and retail outlets. 

It may now be time to re-examine the methods 
by which markets are separated and studied. It is 
suggested that some marketing research groups 
might want to use an Interurbia versus non-Inter- 
urbia classification. Or, instead of viewing the 
United States as a total market, Interurbia might 
be investigated as a total sales opportunity. 

The study does seem to indicate that the Inter- 
urbian areas are the pace setters for the country 
and that Interurbia will produce fundamental 
changes. These are the areas where most of the 
profits will be made and where the habits formed 
will continue to influence the country. 


2A. AREA ANALYSIS: RETAIL TRADING 
AREAS 


2A.1 Revitalization of New York. T. D. Ellsworth 
and Katherine S. Mitchell, Journal of Retail- 
ing, Spring 1957, pp. 1-4. [S.C.H.]. 

Brief report of a survey of forty-three various 
agencies concerned in one way or another with re- 
vitalization of Manhattan Island as a trade, resi- 
dential and business center. 

One out of three responding agencies were con- 
cerned with area development, two out of five cite 
“private contributions” as their main source of in- 
come, and most favor magazines and newspapers 
for publicity and promotional purposes. 

These agencies are concerned with an impressive 
group of projects, adding up to a total that augurs 
well for the city. However opportunities for coordi- 
nation and for more skilled utilization of their 
total energies are apparent. 
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2A.2 Retail Decentralization—Why Is It Success- 
ful? Harold H. Olberding, Pacific Northwest 
Business, January, 1957, pp. 24-30. [W.S.P.] 


This study of the Northgate Shopping Center in 
Seattle, Washington, evaluates quantitative and 
qualitative characteristics of the center’s customers 
to indicate those factors contributing to that cen- 
ter’s success. Because of the controversy generated 
by the growth of such suburban shopping centers 
and their effects on the downtown business district, 
area analysts will find this a valuable study. 

Among the characteristics measured were: (1) fre- 
quency of customer shopping trips; (2) length (in 
years) of patronage; (3) percentage of total shop- 
ping done at the center; (4) frequency of visits to 
the various retail businesses within the center; (5) 
the value of service units in the center; and (6) 
the geographic distribution of customers by zones 
surrounding the center. 


5. COMMUNICATION AND MARKET NEWS 


5.1 Communication: the X Factor in Success. Van 
Ness Philip, Jndustrial Distribution, Febru- 
ary, 1957, pp. 86-go. [W.T.K.] 


Communicative processes have been studied a 
great deal in recent years. Beginning in the 1920's 
with the famous Hawthorne experiments, such em- 
inent authorities as Elton Mayo, Fritz J. Roethlis- 
berger, and lately, William H. Whyte, Jr., and 
Peter Drucker, have made solid contributions to 
our understanding of how people communicate (or 
fail to do sa) in a business organization. Mr. Philip 
does not pretend to contribute anything new to the 
subject, but he has a well written summary of pres- 
ent doctrines in the field, simply explained, so as 
to be applicable to day-to-day business relation- 
ships. 


5.2 The Communicative Behavior of the Executive. 
George L. Hind, The Journal of Communica- 
tion, Spring 1957, pp. 29-34. [W.L.] 

The effectiveness of the administrator is deter- 
mined largely by his ability to communicate. The 
form and channels of this communication are deter- 
mined mainly by the organizational structure. To 
communicate effectively within this structure de- 
mands executive skills which are often lacking. 
Emotional barriers, ineptness, and other institu- 
tional and personal characteristics are factors re- 
sponsible for hindering good communications. 


6. COSTS AND EFFICIENCY 


6.1 Distribution Cost Analysis. R. E. Hawkins, /n- 
dustrial Distribution, April, 1957, pp. 82-85. 
[wW.T.K.] 


Dr. Hawkins provides a simplified and easy-to- 
understand account of how to evaluate the profit- 


ability of products, customers and territories by em- 
ploying functional expense classification. The work 
of Charles H. Sevin and others has made marketing 
men familiar with this important method of cost- 
ing. The present article explains the dynamics of 
conversion from natural costs to functional costs. 
Especially valuable are two tables: one giving a 
classification of natural expense items into func- 
tional cost groups; the second affording a system- 
atic procedure for cost analysis. 


6.2 Surveying and Controlling Executive Time. Lee 
Patrick Chapman, Industrial Distribution, 
February, 1957, p. 84 seq. [W.T.K.] 


A waste of undetermined magnitude in most busi- 
nesses takes the form of poor planning of executive 
time. This is not amenable to systematic analysis 
as are time and motion studies in production 
processes, but the author contends that a company 
can set up a survey to determine the tendency and 
direction of this source of waste. He suggests time 
survey forms by which a concern’s executives can 
keep track of time spent in various classifications 
of activities. Careful analysis is then made of the 
executive's activity patterns. Sources of wasted or 
unbalanced activities can be brought to light with 
the view of working out a time-activity budget 
more nearly optimal for the administrative job 
concerned. 


6.3 Packaging’s Role in Physical Distribution. James 
A. Sargeant, Distribution Age, March, 1957, 
pp. 33 ff. [w.v.] 


“A certain degree of calculated risk can be em- 
ployed in commercial packaging” by designing con- 
tainers whose characteristics (strength, durability, 
etc.) are such that the product is given sufficient 
protection while simultaneously minimizing cost. 
Packaging cannot and should not be designed to 
eliminate all damages under all circumstances. In- 
cremental costs incurred in package design and 
fabrication should be correlated to the concomitant 
savings made. Absolute savings may be realized by 
utilizing a package which eliminates that damage 
most likely to occur, while unusual damage is re- 
imbursed by the carrier. 


7. CUSTOMER ANALYSIS 


7.1 Preference Measurement by the Methods of 
Successive Intervals and Monetary Estimates. 
P. H. Benson and J. H. Platten, Journal of 
Applied Psychology, December, 1956, p. 412. 
[R.J-H.] 


In applying the marginal preference model to 
consumer behavior, the methods of successive inter- 
vals (and paired comparisons) or monetary estimates 
may be used as alternative methods of measur- 
ing preferences. This paper examines the rela- 
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tionship between the two alternatives based on 
preference measurements by both methods taken 
for a sample of 102 individuals and 10 listed ar- 
ticles. 

The principle that consumers make purchases at 
those points on their buying continuum where 
marginal preferences are equal assumes that pref- 
erences for articles of different costs are based on 
the same size measuring unit. This paper investi- 
gates the need for correction when preference 
measurements are made by the method of succes- 
sive intervals and suggests an approach to such 
corrections which will be of interest largely to 
marketing theorists. 


7B. ULTIMATE CONSUMERS 


7B.1 New Light on the Consumer Market. Irwin 
Friend and Irving B. Kravis, Harvard Busi- 
ness Review, January-February, 1957, pp. 105- 
116. [J.M.R.] 


This article demonstrates the richness and 
breadth of information originating from the Whar- 
ton School—BLS projects. Moreover, the authors 
suggest a few of the many uses of this factual ma- 
terial—especially in the areas of market coverage, 
establishment of quotas and territories, and in 
long-term planning. Some of the findings presented 
here are not surprising; the important point is 
that conjecture has been replaced with fact. On 
the other hand, this reviewer was impressed by the 
disclosure that saving is competitive with all major 
forms of consumption and that high savers, at all 
income levels, purchase relatively low amounts of 
insurance, whereas low savers tend to purchase 
large amounts. The authors observe that perhaps 
their major finding will be that the American mar- 
ket is becoming a homogeneous whole with income 
being the remaining significant variable. 

Individuals and organizations debating the ad- 
visability of investing in these studies will be con- 
vinced of the wisdom to do so after reading this 


paper. 


8. FINANCING 


8.1 More—But Not So Much More. Business Week, 
March 16, 1957, p. 42. [R.J-H.] 


The survey of capital spending plans released in 
March by the Securities and Exchange Commission 
and the Commerce Department indicates that capi- 
tal expenditures will increase only $2.3 billion or 
6.5 per cent over 1956 in contrast to the 22 per cent 
increase in 1956 over 1955. Because of rising prices 
the actual physical gain may be very small. The 
report forecasts increased dollar sales of 8 per cent 
in manufacturing, 4 per cent in trade and g per 
cent for utilities. There appears to be no sign that 
expenditures will be cut later on in the year. While 


some industries plan sharply increased spending 
plans and a few have made drastic cuts in spend- 
ing programs, the overall picture is a general, un- 
spectacular increase for most businesses. 

It is interesting to note that the survey made last 
fall by the McGraw-Hill Economics Department 
predicted an increase of 11 per cent in capital 
spending for 1957. As the SEC-Commerce survey 
has a wider coverage and contains reports from 
many small businesses that are not included in the 
McGraw-Hill survey, the two reports are not di- 
rectly comparable and the marked differences be- 
tween them do not necessarily indicate that spend- 
ing programs have been cut from 11 to 6.5 per cent 
since last fall. The SEC-Commerce survey, includ- 
ing as it does a greater number of small firms who 
feel the pressures of the tight money policy and 
shortages of materials more than larger concerns, 
would naturally show a smaller increase in spend- 
ing than the McGraw-Hill survey. 

The decline in the rate of growth of capital 
spending is being blamed on various factors: tight 
money; shortages of labor and materials and rising 
costs; decreasing sales (autos); and declining prices 
(textiles and copper). 


8.2 Anatomy of Consumer Credit. Business Week, 
March 23, 1957, p. 126. [R.J.H.] “Threat” of 
$30 Billion in Personal Debt Is Over-Stressed, 
FRB Reports. Advertising Age, April 1, 1957, 
p- 3- [R.J-H.] 

The Federal Reserve Board has recently released 
the first five volumes of a six-volume report on 
consumer installment credit made at the request of 
the President’s Council of Economic Advisers. The 
study was initiated a little over a year ago by the 
then chairman of the CEA, Arthur F. Burns, who 
felt that: “To promote stable economic growth it 
would ... be desirable to increase the influence 
that the federal government can exercise on con- 
sumer credit.” Burns believed that consumer credit 
“sometimes accentuates swings in the buying of 
autos, furniture, television sets and other con- 
sumer durables, thereby exposing the rest of the 
economy to the hazard of widened fluctuations.” 
The present chairman, Raymond J. Saulnier, states 
that the CEA will study the report carefully before 
making any recommendations to the President. The 
Federal Reserve Board is also studying the report 
and the decision as to whether or not the Board 
should ask Congress for authority to control con- 
sumer credit will probably not be made until next 
January. 

The report consists of the study “Growth and 
Impact,” made by the FRB. staff; a section contain- 
ing material which developed from a conference 
on consumer credit held by the National Bureau 
of Economic Research; another section outlining 
the views of economists, both for and against con- 
trols; and a section based on 800 letters on the 
subject of consumer credit from persons in the 
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fields of business and banking. The sixth volume 
will contain a survey of new car buyers in 1954-55. 

According to the report, the great majority of 
bankers, sales finance executives, automobile and 
household appliance manufacturers, and retailers 
are against controls. They feel that consumer credit 
is conducive to economic growth and a rising 
standard of living and that, because of decisions of 
consumers themselves, it is not in danger of too 
sharp a degree of expansion. However, a consider- 
able body of economists take the opposite view; 
they believe consumer credit can get out of hand 
during inflationary periods and can greatly aggra- 
vate an already difficult situation. A few business- 
men take the position that the constant extension 
of more generous terms of credit is a form of un- 
fair competition. 

The report throws considerable light on the fol- 
lowing: the quality of installment debt created in 
1955 when it expanded by $5 billion; the extent to 
which consumers keep their installment debt within 
the “bounds of prudence”; whether the amount of 
installment debt is large enough to affect the econ- 
omy to any great extent; and whether consumer 
credit responds to changes in general credit con- 
ditions. 

Marketing specialists will be particularly inter- 
ested in the Census Bureau survey of consumer 
debt, based on interviews with 26,000 households, 
which is included in the FRB study. Advertising 
Age gives a valuable summary of points uncovered 
by this survey. 


8.3 Slow Payments Threaten Future Sales. Chem- 
ical Week, April 6, 1957, pp. 75, 76, 80. [w.c.] 


Credit troubles are worrying many chemical com- 
panies. In 1955, the average chemical industry col- 
lection was thirty-nine days, highest since depres- 
sion levels of over fifty days in the early 1930's. 

Four ways to speed collections, each with disad- 
vantages, are: (1) Charge interest on overdue ac- 
counts; (2) Give discount for payment within a 
stated period; (3) Drop slow payers and restrict 
credit extensions; (4) Keep pressure on poor payers 
by personal visits, letters, other reminders. 

If anything, this credit situation is expected to 
get worse. Many chemical industry credit managers 
are freely predicting a continued uptrend in pay- 
ment period; perhaps to forty-one to forty-three 
days in 1957. 


8.4 People Are Borrowing More. Business Week, 
May 4, 1957, p- 78. [R.J-H.] 

At the end of 1956 total installment debt of the 
U. S. consumer amounted to $31.2 billion, of which 
a record $7.2 billion consisted of personal cash 
loans. This latter figure was 14.8 per cent higher 
than the figure for 1955 although that for other 
installment debt rose only about 7 per cent. Per- 
sonal loans are continuing to rise in 1957. In ad- 


dition, the size of each loan is growing and the 
maturity period is lengthening. 

Consolidation of bills outstanding appears to be 
the chief reason for the climb in personal cash 
loans; over half the total borrowed was used to 
meet bills for past purchases of goods and services. 
The sources of the loans claim that borrowers are 
not in debt beyond their ability to repay and, in 
support of their assertion, can cite the fact that net 
losses due to non-payment are at a record low— 
about 1 per cent per year. If we look at the capac- 
ity of the borrower to repay, we find that total con- 
sumer installment debt at the year end was 11 per 
cent of total personal income after taxes (disposable 
income) as compared to 7 per cent in 1950. Repay- 
ments in 1956 were 12.9 per cent of disposable in- 
come. However, the figure for disposable income is 
for the economy as a whole and, of course, as not 
all persons were borrowers, the ratio of debt to in- 
come was higher for actual borrowers. 

At the present time, people are more willing to 
ask for loans and are requesting larger loans be- 
cause: (a) the stigma once attached to going into 
debt apparently now no longer exists; (b) real in- 
come has risen; (c) savings have increased—savings 
which borrowers do not use because of the danger 
that they will not replace such funds; (d) insurance 
and pension plans, etc. apparently make the con- 
sumer feel he is protected against misfortune; (e) 
higher prices make larger loans necessary; (f) dis- 
count houses, from which many persons make their 
purchases, operate on a cash basis; and (g) there 
are more things, such as vacations, children’s edu- 
cation, and so on, for which people are prepared 
to borrow. 


9. FOREIGN MARKETING (including Marketing 
by Domestic Firms in Foreign Countries, and In- 
ternational Trade) 


9.1 Scramble On for Red China Chemical Trade. 
Chemical Week, June 22, 1957, pp. 59-62, 64. 
[w.c.] 


Restrained optimism is the feeling of foreign 
chemical producers, as countries other than the 
United States, prepare to decrease restrictions on 
trade with Communist China. 

Chemical exports from Britain to Red China, 
now about $3 million a year, are expected to dou- 
ble within eighteen months. France has little to 
export in chemicals. West Germany does not expect 
relaxation of restrictions for six months, but ex- 
ports this year are already expected to be 10 per 
cent over last year. Japan’s trade is already largest 
in unrestricted items. Only the U. S. maintains its 
full embargo, and only indirectly benefits from in- 
creased Red China trade by supplying raw mate- 
rials to other countries trading with Red China, 
and by decreased competition in world chemical 
markets. 

Total of Red China’s annual chemical purchases 
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from Western countries are now about $100 mil- 
lion a year. 


9.2 National Product and Structural Change in the 
French Economy. Wallace C. Peterson, The 
American Journal of Economics and Sociol- 
ogy, April, 1957, pp. 251-279. [W-L.] 

The dearth of sufficient data upon which to base 
critical decisions has been one of the major diffi- 
culties facing American firms operating abroad, or 
contemplating such operations. Basic statistical in- 
formation such as gross national product, popula- 
tion figures, rate of investments and savings, etc. 
have been lacking in these overseas areas. Since 
World -War II, however, nearly every European 
nation has undertaken modernization and supple- 
mentation of data collection and dissemination. 
This article analyzes recent trends in France’s econ- 
omy insofar as they are revealed by the statistics 
of national income and expenditures and examines 
various structural changes which have taken place. 


93 Red China Trade: Big and Getting Bigger. 
Chemical Week, May 11, 1957, pp. 98, 100, 
102, 104, 107. [W.C.] 


With U. S. producers prohibited directly or in- 
directly from trading with Red China, the rest of 
the free world will sell over $100 million worth of 
chemicals to Red China in 1957, broken down by 
country of origin as follows: 








Million Dollars 


West Germany $ 30 
Japan 28 
Belgium-Luxemburg 16 
Italy 10 
France & England 7 
Others 9 





‘$100 


Total 





In 1956 such sales amounted to almost $90 mil- 
lion broken down by product line about as fol- 
lows: 








Million Dollars 
$52 
9 





Fertilizers 

Organic Chemicals 

Drugs 6 

Coal Tar Dyestuffs 3 

Inorganic Chemicals 2 

Others 16 
Total $88 





All indications are that the U. S. total embargo 
will continue, while the rest of the free world in- 
creases its sales to Red China. 


9.4 Common Market—Second Wind for European 
Chemicals. Chemical Week, May 18, 1957, 
pp. 16-18. [w.c.] 


Countries of Western Europe are moving towards 
economic integration in the form of a six-nation 
common market, which would gradually reduce 
barriers between them. 

This should provide a substantial impetus to the 
revived and rapidly growing European Chemical 
Industry which has been growing at 10 to 15 per 
cent yearly. 

U. S. firms will find themselves with a smaller 
share of the European market. European companies 
will have a larger over-all, but more competitive 
market. 


9.5 How Heavy are U. S. Imports? Here’s the Rec- 
ord for ’56. Chemical Week, May 18, 1957, 
pp- 98-100, 102. [w.c.] 

Total dollar value of U. S. 1956 chemical imports 
was $274 million, almost 8 per cent over 1955, which 
was almost 3 per cent over 1954. 

Two groups show continued declines. Fertilizer 
imports in 1956 were $102 million, about 7 per cent 
below 1955 which was about 10 per cent below 1954. 
Explosives imports in 1956 were $2 million, about 
11 per cent less than 1955 which was 87 per cent 
below 1954- 

Some important chemical import categories in 
1956 and their change over the previous year were: 








Million Dollars, Change Over 
1956 Imports 1955, Per Cent 


Coal Tar Products $56 +26 
Pharmaceuticals 9 +30 
Pigments, Paints, Varnishes 10 +52 
Soap & Toilet Preparations 9 +14 








9.6 Overseas Markets Research: A “Do-It-Yourself” 
Guide. Alexander O. Stanley, Dun’s Review 
and Modern Industry, May, 1957, Pp- 105-112. 
[R.L.c.] 


In an effort to help American research and mar- 
keting men in their search for a variety of scattered 
information from scattered sources on the inter- 
national scene, DR&MI has compiled two sets of 
tables covering 99 countries and 288 subjects, on 
which documented data are readily available 
in the United States. These tables are not intended 
to be all inclusive—but they make it possible to find 
specific categories of information by country, by 
U. S. source, by date of issue. The index pattern is 
flexible. More markets can be added at will. New 
subjects can be added to any of the major groups 
reviewed. This reference round-up may not give you 
all the facts that you need, but will at least make 
possible a methodical analysis of available facts as 
opposed to sophisticated fancies. 
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10. GENERAL MARKETING STUDIES 


10.1 Leisure Market: Its Advertising Opportunities. 
George Fisk, Printers’ Ink, June 14, 1957, 
pp- 59-63 ff. [E.J.K.] 

The article presents highlights of a Bureau of 
Labor Statistics—Wharton School study of leisure 
expenditures by geographic region subdivided by 
large: cities, suburbs, and small cities. The study 1s 
based on the 1950 Survey of Consumer Expendi- 
tures. 

In 1950, United States urban expenditures for 
reading, recreation, and alcoholic beverages aver- 
aged $269 per family or 6.9 per cent of net income 
after taxes. Average expenditures for recreation 
alone averaged $168 per family, reading averaged 
$35, and alcoholic beverage expenditures $66 per 
family. This last statistic is recognized as an under- 
estimate. 

The analysis by region and city size produced 
three main facts: 1. Suburbanites have the highest 
average incomes to spend, and they do spend the 
most on leisure. 2. Leisure expenditures vary more 
by city size than by region. However, for specific 
commodity groups such as sporting goods, expendi- 
tures vary more by region than by city size. 3. The 
proportions of leisure expenditure given to recrea- 
tion, reading, and alcohol are similar for all regions. 
The amounts differ sharply. 


10.2 Pros and Cons of Trade-In Marketing Boom. 
Tide, March 8, 1957, pp. 15-18. [E.J-K.] 


The trade-in allowance is more important than 
ever before in fields where this marketing device is 
traditional. Thus, 84 per cent of new car sales in- 
volve trade-ins, up from 74 per cent only a few years 
ago. In other traditional trade-in fields, 50 per cent 
of camera sales involve trades, 50-55 per cent of new 
sewing machines do, and nearly 55 per cent of all 
refrigerator sales involve a trade-in. 

But of special interest is the fact that trading-in, 
formerly associated with high-price products, is 
spreading even to low-price products. Watches 
(“trade-in promotions are standard with us,” ac- 
cording to Bulova Watch Company), table lighters, 
outboard motors, electric shavers, and coffee makers 
are increasingly being sold on a trade basis. Trade- 
ins are being used in the selling of new lower priced 
homes. Other fields seem to be on the brink of 
trade-in marketing. Carpets and power mowers may 
well be the next fields where trade-ins will become 
commonplace. 

In some instances, trade-ins are just another form 
of price discount. But the trade-in deal can become 
one way to sell new products in an economy where 
the gradual obsolescence of products is accelerating 
in the wake of new goods with new features. 


10.3 13 Marketing Errors Cited at ANA Meet. Louis 
F. Thomann, Printers’ Ink, May 17, 1957, 

p- 99. [E-J-K-] 
A. C. Nielsen, Jr., cited thirteen most common 


marketing errors at the Association of National Ad- 
vertisers 11th Annual West Coast Meeting in May, 
1957- 

The thirteen errors are: 1) failure to keep product 
up-to-date; 2) failure to estimate accurately the mar- 
ket potential; 3) failure to gauge the trend of the 
market; 4) failure to appreciate regional differences 
in market potential and market trend; 5) failure to 
appreciate seasonal differences in buyer’s demand; 
6) failure to establish the advertising budget by the 
job to be done; 7) failure to adhere to policies es- 
tablished in connection with long range goals; 8) 
failure to test-market new ideas; g) failure to dif- 
ferentiate between short-term tactics and long range 
strategy; 10) failure to admit defeat; 11) failure to 
try new ideas while a brand is climbing; 12) failure 
to integrate all phases of the marketing operation 
into the overall program; and 13) failure to appraise 
objectively competitors’ brands as well as your own. 


10.4 Edsel Goes to Market. Lawrence M. Hughes, 
Tide, June 14, 1957, pp. 11-15. [E.J-K.] 

The Ford Motor Company’s new Edsel car was 
nine years in the planning stage, three years in the 
building stage, and cost Ford $250 million to de- 
velop. An estimated $16 million will be spent to 
launch the car. The market target is 200,000 Edsels 
the first year. 

This article contains some interesting information 
on the Edsel’s Division biggest problem; not the 
question of who will buy the Edsel, but who will 
sell it. Edsel is aiming for 1,200 dealers with “char- 
acter, capacity, capital, and facilities"—and with 
courage and sales ability. These 1,200 dealers would 
tap 80 per cent of the market for medium-priced 
cars. Edsel has attempted to establish strong dealers 
in the sixty largest metropolitan areas. The general 
sales manager is pointing for three or four ,ood 
dealers in each of the 60 metropolitan areas, “We're 
seeking market coverage. Penetration will depend 
on the dealer’s ability.” The first dealers will be 
expanded in five “waves” to a total of 3,200 dealers 
by 1960. By that time, the estimate is that annual 
Edsel sales should be close to 500,000 units. 

The article includes information on dealer 
sources, recruitment, expenses and operations, and 
Edsel division organization, advertising, and field 
selling. 


12. HISTORY AND TRENDS 


12.1 The Long-Range Outlook for the Michigan 
Economy. H. E. Compton, Michigan Business 
Review, March, 1957, pp. 7-14. [W.L.] 


Mr. Compton has forecast a bright economic pic- 
ture for both Michigan and the national economy 
in 1966. The following projections are made: 


1) Population 
United States 194.3 million 
BEAR: occ cccccccccccesces 8.95 million 
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2) Income 
United States 
Michigan 

3) Gross National Product 
United States 

4) Employment 
United States 
Michigan 


$458 billion 
22 billion 


573 billion 


67 million 
Sas evadedascseuseed 3-102 million 


It is stressed that the projections may only be 
reached if business and government create a healthy 
atmosphere for the growth and expansion of eco- 
nomic activity. 


14. MANAGERIAL CONTROL (including Ac- 
counting Control, Inventory Control, Statistical 
Control) 


14.1 Three-in-One Marketing. Reavis Cox, Harvard 
Business Review, November-December, 1956, 
pp. 61-68. [j.M.R.] 


Proficiency in human skills is a recognized char- 
acteristic of marketing management; technical skills 
(distribution cost analysis, marketing research, for 
example) have received significantly greater atten- 
tion in recent decades. Conceptual skills have been 
largely undeveloped in the area of marketing man- 
agement. Professor Cox asserts that management 
must improve its concepts of the marketing task and 
its problems. Only then can we attack questions of 
technique and procedure. 

To determine what marketing is to include, he 
suggests that the manager must have the attitude 
of a purchasing agent, an investor, and a horse- 
trader. As a purchasing agent, the manufacturer's 
manager must determine “what particular combina- 
tion of services he needs, what combination of 
agencies can best provide them, what the costs 
should be under effective management, and who is 
willing to sell at the lowest price.” As an investor, 
management seeks opportunities to invest his re- 
sources with emphasis on the long rather than the 
short view. As a horsetrader, management is char- 
acterized by aggressive bargaining, maneuvering for 
position, and emphasis on competitive strategy. 

Effective planning requires all three attitudes as 
they are needed. Present-day control tools can be 
used more effectively to solve the problems of the 
purchasing agent and investor than to cope with 
the problems of the horsetrader. But, to repeat, a 
conception of marketing’s mission is management's 
first step. 


14.2 Profit Analysis for Abandonment Decisions. 
Gordon Shillinglaw, The Journal of Business, 
January, 1957, pp. 17-29. [S.c.H.] 

Marketing men probably are more often con- 
cerned with questions of adding, rather than drop- 
ping, activities (for example, products, branches, and 
services). Shillinglaw, however, explores one impor- 
tant aspect of the equally crucial abandonment 
problem: the determination of profit effects. He 


feels that usually an activity under abandonment 
analysis is considered from the standpoint of its 
present return on net book investment. This really 
involves a consideration of sunk costs, and he argues 
for an analysis based upon projected cash receipts v. 
cash expenditures after abandonment. 


14.3 Compensation of Retail Department Store and 
Specialty Store Salespeople in Major Texas 
Cities. Alfred L. Seelye and Jarrett Hudnall, 
Jr., Business Guide Number 9, Bureau of 
Business Research, The University of Texas, 
December, 1956. [R.£.M.] 


Since relatively little has been known regarding 
the level and method of compensating retail sales- 
people, this study will enable Texas retail merchants 
to compare their methods of compensation and 
levels of payment with a representative group of 
similar type and size stores. Although the scope of 
this study was confined to the state of Texas, the 
findings should be of value to department and spe- 
cialty stores nationally. 

The questionnaire used in this study was pre- 
tested by personal interviews with store managers 
in Dallas, Fort Worth, and Austin, Texas. The final 
phase of the study was made through the use of a 
mail questionnaire supplemented by a follow-up 
questionnaire to a census of all department and 
specialty stores in most major Texas cities. A return 
of 48 per cent was shown for all firms included in 
this census. 

Survey results showed the following conclusions: 


1. Women’s specialty stores had the lowest indi- 
vidual annual income ($1,073), with department 
stores showing the highest individual annual income 
($16,000). i 

2. Sales forces for all classifications of retail trade 
in cities of more than 200,000 population earned 
more than their contemporaries in cities of less than 
200,000 population. 

3. Compensation plans used by the different 
classifications of retail stores varied with the types of 
businesses. 

4. Most sales forces for retail department and spe- 
cialty stores received bonuses, the majority of bo- 
nuses coming at Christmastime. 

5. Women’s specialty stores and department stores 
showed the highest turnover rate of salespeople. 


14.4 A Note on the Concept of Stock. J. L. Meij, 


Journal of Industrial Economics, 
1957, PP- 137-154. [S.C.H.] 

Meij distinguishes between two important con- 
cepts of stock (inventories). The first, technical stock, 
consists of the mass of goods (including raw-mate- 
rials, goods in process, and finished inventory) which 
the firm has in its possession. Economic stock, on the 
other hand, consists of the total supply of goods 
which the firm has at its disposal and on which it 
bears economic risks. For any one firm, economic 
stock equals technical stock plus merchandise which 


March, 
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it has ordered but not received, and minus the goods 
needed to fill booked orders not yet shipped. Tech- 
nical stocks will be concentrated, insofar as possible, 
near the origin of the trade channel, since it is 
usually cheaper and easier to hold goods in raw or 
semi-finished state. On the other hand, trade pres- 
sures work towards moving the location of economic 
stock down the channel. 

Meij demonstrates that the distinction between 
technical and economic stock has significance for 
both valuation problems and for inventory manage- 
ment. Since economic stock involves price risks, anal- 
ysis of optimum economic inventory quantities must 
include an allowance for such risks. 


14.5 Six Million Blouses a Year via Automated Or- 
der Filling. I. D. Robbins, Distribution Age, 
March, 1957, pp. 34-35 ff. [w.t.] 


The mechanization of materials handling and 
order filling offers the marketing manager a major 
area for the reduction of distribution costs. The ap- 
plication described in the article produced the fol- 
lowing results: 


1) Sixty-six per cent reduction in labor costs associ- 
ated with the functions of warehousing and 
order filling. 

2) Sixty-six;per cent reduction in floor space re- 
quired for order filling. 

3) Faster order filling cycle. 

4) Elimination of most of the conditions which pre- 
cipitate human error in order filling. 

5) One hundred per cent increase in capacity of 
the shipping department. 


14.6 Mathematical Programming and Service Sched- 
uling. W. Karush & A. Vazsonyi, Management 
Science, January, 1957, pp. 140-48. [W.L.] 


Cost of inventory, cost of production, and cost of 
change of production are treated in linear pro- 
gramming form in an effort to determine the most 
efficient scheduling of production and inventory. 
Formulae are advanced which determine maximum 
levels of efficiency for specific perishable commodi- 
ties. 


14.7 Thoughts of Linear Programming and Auto- 
mation. George B. Danzig, Management Sci- 
ence, January, 1957, pp. 131-39. [W.L.] 

Linear programming is the study of systems in 
their entirety. The marketing function, except in 
those activities devoted wholly to marketing, may 
be viewed as an important component of the larger 
whole. Since linear programming will be used in- 
creasingly in the solution of future enterprise prob- 
lems, including marketing problems, the author's 
treatment of the general principles involved should 
prove illuminating to marketing executives. The 
article is largely non-technical and illustrates linear 
programming through an example drawn from the 
petroleum industry. 


14.8 The Role of Operational Gaming in Opera- 
tions Research. Clayton J. Thomas & Walter 
L. Deemer, Jr., Operations Research, Febru- 
ary, 1957, pp- 1-27. [W-L.] 

Operational gaming is a technique devised to 
facilitate the formulation and solution of competi- 
tive games. The technique differs from those of 
Monte Carlo and simulation and the distinctions 
are clearly drawn. The theory, practice, techniques, 
advantages and limitations of operational gaming 
are discussed. A section devoted to the derivation 
of pure strategies is particularly illuminating be- 
cause of its clarity and ease of comprehension. 


14.9 Statistical Sampling Techniques in the Aging 
of Accounts Receivable in a Department 
Store. R. M. Cyert and Robert M. Trueblood, 
Management Science, January, 1957, pp- 
185-95. [W.L.] 

The increasing magnitude of credit sales in this 
country presents management with problems con- 
cerning: 1) the determination of credit policy; and 
2) the establishment of realistic reserves for uncol- 
lecta ‘es. These problems lend themselves to sta- 
tistical solutions which adds appreciably to the fa- 
cility with which they may be resolved. The authors 
list the accounting and statistical considerations 
which must be observed and construct a statistical 
model for the aging of accounts. Since a sampling 
technique is employed, considerable attention is 
directed to the determination of an adequate and 
representative sample. The adaptability of this gen- 
eral technique to auditing practices is also con- 
sidered. 


14.10 Integration Improves Service, Speeds Invoices, 
Provides Flexible Operation. Credit and Fi- 
nancial Management, April, 1957, pp. 16 ff. 
[w.L.] 


The application of a fully integrated data pro- 
cessing system to the order and billing operations of 
the Robertshaw-Fulton Controls Co. has had the 
effect of providing: 


1) better service in terms of delivery and accuracy 
of documents; 

2) prompt preparation of invoices and orders; 

3) flexibility as a result of the closer contact be- 
tween management and immediate operations; 

4) by-products such as useful statistical and cost 
data. 


15. MANAGERIAL ORGANIZATION 
KETING ACTIVITIES 


OF MAR- 


15.1 Le businessman americain. Information et Doc- 
uments, April 15, 1957. [P-E.] 


The April 15 number of “I & D” attempts to put 
a perspective on the American businessman. 
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It deals with certain Titans (Vanderbilt, Rocke- 
feller, Bell, McCormick and Ford—in their historical 
context and in novels), the Horatio Alger hero, Bab- 
bitt and J. Ward Morehouse, the modern manager 
in novels (for example, Charles Gray of “Point of 
no Return”) and in the movies (where he is gen- 
erally too hard, as in “Citizen Kane” or too comic, 
as in “Hellzapoppin”). 

The importance of small business (65 per cent of 
U. S. firms), separation of business and »olitics (the 
least clear of all the subjects), the educ.* » for and 
in business, and the civic and charita’:e spirit of 
the business man are also touched on. 

An excellent guide for public relations people 
looking for a sympathetic, realistic, low pressure 
treatment of this poorly understood subject. 

Of great value to advertising people wondering 
what characteristics to emphasize in the creation of 
company image. 

The advice of a person experienced in culture 
contact in the country in question would be de- 
sirable for image and personality creation. He could 
say, for example, that the French admire the dy- 
namism of U. S. businessman but are repulsed by 
corporate invasion of their private lives. 


15.2 Conditions of Marketing Leadership. Arthur P. 
Felton, Harvard Business Review, March- 
April, 1956, pp. 117-127. [J.M.R.] 

In order to surmount current and anticipated 
difficulties in the marketing sector, Mr. Felton posits 
three essential conditions of marketing leadership. 

First, top management must recognize that the 
nature of the marketing problem is fundamentally 
different from the nature of the production prob- 
lem. This fact is significant if not overriding in 
matters of executive selection, marketing strategy, 
and sales organization. The author cites the follow- 
ing as symptoms of a production-minded manage- 
ment: designing in isolation; avoidance of consumer 
research; misdirected advertising; and inadequate 
market investment. 

Second, management must recognize the dynamic 
quality of the marketing process—constant change in 
markets and channels to the market. This calls for 
the delineation of long-range fundamental company 
objectives; acquisition of information regarding mar- 
kets and market trends; review of trends in market- 
ing channels through sales analysis and distribution 
cost analysis; development of a sales organization 
based on analytical judgments as well as experience. 

Finally, top management must see the enterprise 
as a working whole. This is the conceptual ap- 
proach. It means that marketing cannot be effective 
if considered from the marketing point of view 
alone; marketing managers, as well as top manage- 
ment, must have a company viewpoint. Moreover, 
the conceptual approach is applicable within the 
marketing effort itself; all marketing activities 
should reinforce each other. 


15.3 Why You Should Blueprint Your Marketing 
Plan. George W. Davidson, Printers’ Ink, 
April 19, 1957, pp. 31-33. [E-J-K-] 

The definition and coordination of effective mar- 
keting is viewed as the primary purpose of a market- 
ing plan. Because modern marketing in many com- 
panies involves a number of executives (who may 
have conflicting interests), in substantial invest- 
ments, and a variety of products, written policies 
and procedures are necessary to coordinate an over- 
all marketing effort. A step-by-step outline that can 
be used in preparing written marketing plans is 
offered. 

Preparing a marketing plan is regarded as a con- 
siderable team effort requiring the appointment of 
a coordinator. A planning team is then selected 
representing every major function and division of 
the marketing operation. A small sub-committee will 
then lay out a tentative table of contents for the 
over-all plan. Each major section of the plan is then 
assigned to an individual or subcommittee for fur- 
ther outlining or rough draft development. The 
steering committee has to decide in advance many 
questions of the mechanics of submission, review, 
approval, and distribution of plan inserts. 

Following is an outline of one type of over-all 
marketing plan. Suggested contents for seven sec- 
tions of the plan are included in the article. The 
introductory material would include a title page, 
table of contents, foreword and log of plan distribu- 
tion. Then a section on marketing objectives would 
be followed by material on the present status of the 
brand. The remainder of the plan would include 
sections on the product, packaging, pricing, advertis- 
ing, selling, marketing research, and marketing 
budgeting and accounting. 


16B. MARKETING OF SPECIFIC GOODS AND 
SERVICES: INDUSTRIAL GOODS 


16B.1 Polyethylene Race Grows Hot. Chemical & 
Engineering News, April 8, 1957, pp. 12-16. 
[w.c.] 


Producers are rushing construction of facilities to 
make a new type of polyethylene plastic made by a 
number of processes operating at low pressures. By 
1958, 300 million pounds of capacity will be com- 
pleted. 

By 1961 total polyethylene consumption in the 
United States is expected to be 1.1 billion pounds, 
the first plastic to go over the billion-pound level. 
Of this, 700 million pounds would be of the older 
low-density type, and 400 million pounds of the 
new high-density type. 

In 1958 there will be at least six producers of 
the new low-pressure type, and nine producers of 
the older high-pressure type. Of these, at least two 
companies will make both types. 
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16B.2 Nylon Gets Its Second Wind. Chemical Week, 
April 6, 1957, pp. 21-23. [w.c.] 

Nylon polymer goes mainly into the nylon fiber, 
production of which increased from a few million 
pounds in 1940 to about 400 million pounds in 
1957- 

Meanwhile, the use of nylon in plastic moulding 
powders has been more recent, growing from about 
2 million pounds in 1950 to about 22 million 
pounds in 1957. Estimates are that use will be 
about 35, to 60 million pounds in 1965. 

There are now four United States producers. 
Others are expected to enter th’s growing field. 


16B.3 Pacing the Fiber Climb. Chemical Week, 
April 20, 1957, pp. 126, 128, 130. [w.c.] 


Non-cellulosic (other than viscose and cellulose 
acetate rayons) fibers are climbing rapidly towards 
a capacity of 800 million pounds a year. Present 
and planned capacities are by type: 








Million Pounds 





1957 1958 

Polyamides (nylon) 350 446 
Acrylics 120 216 
Polyester 50 60 
Vinyl-vinylidene-chloride 30 30 
Dinitrile 0 30 
Protein 6 6 
Polyethylene 5 5 
Others 1 1 

562 794 





In 1957 actual production will be about 450 
million pounds as compared to 400 million in 1956 
and 380 million in 1955. Total synthetic fiber pro- 
duction, including the cellulosic rayons meanwhile 
dropped in 1956 to 1.6 billion pounds from 1.7 
billion pounds in 1955. 


16B.4 Phosphate Potentials Rising. Chemical & En- 
gineering News, April 15, 1957, pp. 96-97. 
[w.c.] 

Concentrated phosphate products are a large 
factor in the growing deraand as use of high- 
analysis fertilizer requiring concentrated ingredients 
broadens. 

Consumption of triple superphosphate in the 
United States has increased from about 90,000 tons 
in 1935 to 250,000 tons in 1945, and 1,500,000 tons 
iN 1955- 

Annual world production of phosphate rock, the 
mineral from which phosphate is produced, is 
about 29 million tons, about half produced and 
consumed in the United States. Of U. S. output, 
70 per cent comes from Florida, 15 per cent from 
Tennessee, and 15 per cent from the Western states. 
Nearly 95 per cent is open pit mined. Reserves 
appear ample for a long time. 


16B.5 Acetone Outlook Meets Mixed Reactions. 
Chemical Week, April 13, 1957, PP- 90, 92, 94, 
96, 98. [w.c.] 

Total U. S. acetone capacity is far in excess of 
needs. In 1951 capacity was 625 million pounds, 
and consumption 560 million pounds. In 1957 
capacity will be almost 800 million pounds, and 
consumption will be 620 million pounds. 

Most acetone is produced from isopropyl! alcohol 
oxidation, but a growing source is as a co-product 
in phenol production from cumene. Some is still 
produced by fermentation. 


16B.6 Northwest Pulpers: Gluttons for Chemicals. 
Chemical Week, April 27, 1957, pp. 106-108 
[w.c.] 

In 1956 about 800,000 tons of chemicals were 
used in the Pacific Northwest pulp and paper in- 
dustry. 

Principal chemicals in thousands of tons con- 
sumed in 1956 were: 


Sulfur 147 
Chlorine 114 
Limestone 105 
Salt Cake 95 
Caustic Soda 72 
Burnt Lime 45 
Alum 33 
Clay Coating $2 
Ammonia 25 
Others 132 

Total 800 


16B.7 Business Reciprocity and the Size of Firms. 
George W. Stocking and Willard F. Mueller, 
The Journal of Business, April, 1957, pp. 73- 
95. [S.c.H.] 

The authors believe that reciprocal buying is an 
important phenomena, overlooked by most econo- 
mists. An examination of evidence developed in 
anti-trust cases and government investigations, 
along with some early surveys conducted by 
Howard T. Lewis, convince them that reciprocity 
is likely to develop under the following conditions: 


1. The suppliers or potential supplies must also 
be at least potential customers. Complicated 
three or four-way reciprocal schemes do not 
have the same strength as simple two-way 
relationships. Industrial goods producers are 
much more likely to insist upon reciprocity 
than consumer goods producers. 

2. A sloping demand curve and constant marginal 
costs encourage reciprocity; as does the exist- 
ence of unused capacity. 

3. A lack of symmetry in the market favors ef- 
fective reciprocal buying policies. Relative size 
confers buying power which can be used to 
insist upon reciprocity. 
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Reciprocity is seen both as the result of a drive 
for security, and as a force reducing the “work- 
ability” of competition. 


16B.8 Cresylic Boom Predicted. Chemical & Engi- 
neering News, June 10, 1957, pp- 90, 92. [W.c.] 


Cresylic makers produce 133 million pounds a 
year now. This should increase over 55 per cent 
to 211 million pounds by 1961. End use now is 
roughly: 





Per Cent 





Phenolic Resins 45 
TCP Type Esters 

Wire Enamel Solvents 

Metal Cleaning 

Coal Tar Disinfectants 

Solvent Refining 

Other 


Total 


New uses are in atomic reactors and aircraft jet 
engines. In 1955, price of niobium metal was about 
$100 a pound, in 1957 it will average about $60 a 
pound. Consumption is expected to reach 10,000 
to 60,000 pounds a year. New processes might bring 
the price down to $10 to $12 a pound. At com- 
petitive prices volume might reach one million 
pounds a year. 

Until 1954 little niobium ore was located. Since 
then reserves equal to three billion pounds of 
niobium metal have been found in Africa, Canada, 
Norway, and the United States. 


16B.11 Cl, — NaOH: Harmony Ahead. Robert Chien 
and Charles Gerlach, Chemical Engineering, 
June, 1957, pp. 206, 208. [w.c.] 


Recent and future U. S. production of caustic 
soda and chlorine is estimated as follows in million 
tons: 








Year Caustic Chlorine 





16B.9 Oxide Demand: Six Years to Catch Up. 
Chemical Week, June 15, 1957, pp. 77, 78, 80, 
82. [w.c.] 


The U. S. capacity for ethylene oxide is 1.2 
billion pounds a year, demand about 1.0 billion 
pounds a year. Capacity will be 1.5 billion pounds 
by 1959—demand probably will not reach that level 
till 1963. 

Expected uses in 1965 as compared to 1955 in 
million pounds are: 





1965 


Ethylene Glycol 950 
Surfactants 250 
Ethanolamines 170 
Polyglycols 140 
Acrylics 80 
Glycol Ethers 60 





Total 





16B.10 Niobium’s Future Unlimited. Chemical & 
Engineering News, May 27, 1956, pp. 25-26. 
[w.c.] 
Since removal of government controls on niobium 
metal in 1955, end uses are changing: 








Per Cent of Total 
End Use 1953 1955-6 


Stainless Steel 73 60 
Special Alloys 18 30 
Carbides, Welding Rods, etc. 9 10 








100 100 





1955 3.9 3.4 
1956 4.2 3.8 
1965 73 7.0 





End uses for chlorine in 1956 in million tons are 
estimated to be: 


Chemicals 3.0 
Pulp & Paper 0.6 
Sanitation 0.1 
Others 0.1 


Total $8 


End uses for caustic soda in 1956 in million tons 
are estimated to be: 


Chemicals 

Rayon & Film 

Pulp & Paper 
Export 

Petroleum Refining 
Lyes & Cleaners 
Textiles 

Soap 

Others 


Total 


16B.12 Ore Processing Means Business. Raymond E. 
Byler, Chemical Engineering, June, 1957, pp- 
200, 202, 204, 206. [W.c.] 


It takes almost two billion pounds of chemicals 
worth about $40 to $45 million to process non- 
ferrous minerals in the eleven Western U. S. States. 
These States turn out almost all of the U. S. copper, 
molybdenum, manganese, uranium, boron and 
tungsten, and over half of the lead and zinc. Very 
little lithium and no alumina is produced in this 
area. 

Principal chemicals consumed in million pounds 
per year are: 
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Lime 552 
Soda Ash 98 
Sulfuric Acid 850 
Caustic Soda 33 
Sodium Bicarbonate 36 
Sulfur Dioxide $1 
Explosives 33 
Flotation Agents 145 


16B.13 Specialties Ride the Rails. Chemical Week, 
May 11, 1957, Pp- 30, 32, 34. [W.C.] 

Railroads have long been steady high-volume 
purchasers of chemical specialties. They pay their 
bills on time and are receptive to new ideas. In 
1956 they bought almost $50 million of chemical 
products. This includes $17 million of paint, $10 
to $20 million of weed-killers, and about 50 million 
pounds of cleaning preparations. Other products 
purchased include water conditioning chemicals, 
waxes, paint removers, battery acid, drugs, and fuel 
oil additives. 

Railroads take a long time, perhaps as long as 
two years, to accept a product. They favor buying 
from more than one source if possible. They also 
abhor deliveries of their purchases by any means 
other than railroads, even if it takes longer that 
way. 


16B.14 Riding the Asphalt Road to Riches. Chemi- 
cal Week, May 4, 1957. [w.c.] 


Under the impetus of the $50 billion, ten year 
federal highway construction program, consumption 
of asphalt in paving will increase to 106 million 
barrels a year according to a recent estimate. The 
sales of chemical asphalt additives which enable 
asphalt to stick and help the finished road to resist 
moisture deterioration should increase from only 
about one million dollars a year at present to pos- 
sibly $40 million by 1960. 

At present about one to two cents worth of chem- 
ical additives are used per gallon of asphalt. 


16B.15 Plastics Makers Consolidate for Big Push. 
Frances Arne, Chemical Week, May 1957, pp. 
206, 208, 210. [W.c.] 


A surging plastics industry is getting set to make 
a try to change their products from special pur- 
pose materials to basic building blocks competing 
on a more economical basis with such essentials as 
steel, lumber, bricks, and glass. 

In 1956, plastic producers put out four billion 
pounds of product. The total volume of plastics in 
cubic feet is equivalent to that of aluminum, lead, 
copper, and all other non-ferrous metals combined. 

Some trends that foreshadow the transition are: 
(1) lower, more stable prices, (2) standardization, (3) 
mergers and consolidations of companies in the 
field. 

More data are needed though on certain prop- 
erties of plastics before widespread use. For ex- 


ample, data are lacking on life of plastics, fire haz- 
ards, etc. 

Special efforts are being made to move plastics 
into such potential large volume uses as building 
construction. One company has built and is exhib- 
iting permanently an all-plastics “House of To- 
morrow.” 


16B.16 Ups and Downs of Fatty Acids Business. 
Chemical Week, May 18, 1957, pp. 130, 132, 
135. [W.C.] 

U. S. factory consumption of fatty acids will be 
about 395 million pounds in 1957 as compared to 
about 390 million in 1956 and 282 million in 1955. 

Trends in saturated acids (as stearic) are up, and 
in unsaturated acids (as oleic) are down. In 1956, 
228 million pounds of saturated acid were produced 
compared to 175 million in 1954, as compared to 
178 million pounds of unsaturated acids in 1956 
versus 188 million pounds in 1954. 


16B.17 Glycerol: No Supply Jitters. Chemical ¢ 
Engineering News, May 20, 1957, pp. 108-109. 
[w.c.] 


U. S. glycerol production has increased from al- 
most 200 million pounds in 1949 to almost 250 mil- 
lion pounds in 1956. However, in 1949 about 85 
per cent was natural and 15 per cent synthetic, 
while in 1956, only about 60 per cent was natural 
and 40 per cent synthetic. Glycerol imports, all 
natural, into the U. S. were about 15 million 
pounds in both 1949 and 1956—the peak was about 
35 million pounds in 1953. 

Total synthetic glycerol capacity in 1956 was 
about 125 million pounds as compared to about 
100 million pounds produced in 1956. In 1957 ca- 
pacity will be over 160 million pounds. 

The important glycerine markets in phthalic 
alkyd resins and cellophane are expanding. Due to 
competition from other similar chemicals, markets 
in dynamite, tobacco, and foods are not growing 
rapidly. 


16B.18 Urea: Heading for a Record Year in °58? 
Chemical Week, June 22, 1957, pp. 86, 88, go. 
[w.c.] 


Use and supply of urea in the United States in 
thousand tons is estimated to be: 











1954 1956 1958 
Fertilizers 160 260 340 
Animal Feed 60 85 90 
Synthetic Resins 55 65 70 
Other Industrial Applications 25 50 60 

300 460 © 560 
Less Imports —73 —69 — 35 
Plus Exports 3 28 20 
U.S. Production 230 419 545 
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Nine U. S. plants have a production “capacity” 
of 640 thousand tons. A new one in Canada, the 
first, will have a capacity of 66,000 tons a year by 
early 1959. However, there is no real overcapacity. 
Production problems usually prevent yearly opera- 
tion at greater than 80 to 85 per cent of rated ca- 
pacity. Growth in U. S. urea consumption has been 
very rapid. In 1950, U. S. consumption was only 
about 150,000 tons. 


16B.19 Packaging Sets a Fast Pace for Printing Ink 
Growth. Chemical Week, June 1, 1957, pp. 
88-go, 92-94. [W.c.] 


The annual output of U. S. printing ink is worth 
about $250 million. About 40 per cent goes to 
packaging and 60 per cent to publishing. The 
packaging industry, growing at a rate of almost 15 
per cent a year, is the growth part of the market. 

There are about 208 manufacturers selling ink, 
with many others making their own ink. One com- 
pany does about 30-40 per cent of the total busi- 
ness, and another four do another go to 40 per cent 
of the business. 

End use of ink as per cent of dollar volume is: 


Packaging 

Magazines 
Commercial Printing 
Newspapers 

Other 


Total 


Significant trends are: (1) rapidly increasing use 
of color, (2) increasing competition among ink- 
makers which is holding down prices and profits. 


16B.20 For Hospitals, $870,000-a-Day Specialties 
Tab. Chemical Week, June 22, 1957, pp. 79, 
80, 82. [w.c.] 


About 7 to 10 per cent of a hospital’s purchases 
are for chemical supplies. The total U. S. market is 
$870,000 a day. About two-thirds are for drugs and 
pharmaceuticals, the rest for paint, cleaners, etc. 
Hospitals generally are more interested in service 
and quality than price. They often need quick de- 
livery, and technical advice. Some hospitals are in 
cooperative purchasing groups. The purchasing 
agent is usually only an order clerk—department 
heads usually specify brands and _ specifications. 
Doctors on the staff have a large influence in pur- 
chasing. 

The largest purchaser in the field is the Govern- 
ment through the Armed Forces, U. S. Public 
Health Service, and Veterans’ Administration. Most 
buying is by competitive bidding. 


16C. MARKETING OF SPECIFIC GOODS AND 
SERVICES: MANUFACTURED CONSUM- 
ERS’ GOODS 


16C.1 War on Household Pests Stepped Up. Chem- 
ical & Engineering News, June 3, 1957, pp- 
18-21. [W.c.] 


U. S. household insecticide and repellent sales in 
1957 should be over $150 million. U. S. household 
insect damage is over $1 billion a year. There are 
about 1,000 household insects living for every per- 
son. By 1962 sales should increase 25 per cent to 
almost $190 million. 


16C.2 Ball Points Take The Play. Chemical Week, 
April 13, 1957, pp. 84, 86, 88 [w.c.] 


Ball point pens accounted for 84 per cent of all 
pen sales in 1955. From 1946 to 1955 ball point pen 
sales more than tripled; sales of conventional foun- 
tain pens dropped 28 per cent. In 1955, 300 million 
ball point units worth $111 million retail (includ- 
ing $9 million for refills) were sold as compared to 
41 million conventional fountain pen units. 

However, the ink market of about $15 to $20 
million a year has held steady for the last five 
years. Ball point ink paste sales are small. It only 
takes a pound to fill one thousand units, and 1955 
sales were only about 300,000 pounds worth less 
than $2 million. One company produces 24 per 
cent of U. S. ball point ink production, and 
licenses another 56 per cent of U. S. production, 
thus profiting from 80 per cent of U. S. output, in 
addition to substantial amounts in other parts of 
the world. 


16C.3 Electric Housewares Sales Hit $1.2 Billion in 
66, NEMA Reports. Advertising Age, March 
4,957, P- 97- [R-J-H.] 

The National Electrical Manufacturers Associa- 
tion recently reported that retail sales of electric 
housewares amounted to $1,200 million in 1956, an 
increase of 20 per cent over 1955. About 62 million 
items were sold last year compared with 48 million 
in 1955. One of the greatest gains was made by 
electric fry pans, sales of which were up 500 per 
cent from 1954. Other gains over 1954 were made 
by portable food mixers, electric bed coverings, 
steam irons and electric shavers which were up 100 
per cent, over go per cent, almost 60 per cent and 
70 per cent respectively. 


16C.4 Why Avco Quit Appliances. Spencer Klaw, 
Fortune, February 1957, pp- 138-140 seq. 
[W.T.K.] 


This case is one from which marketing men can 
learn a great deal. Avco Manufacturing Company 
was once an important appliance manufacturer. 
Possessed of two important trade marks, Bendix 
and Crosley, 60 per cent of the Company’s sales of 
$257 million in 1950 came from appliances. After 
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that, Avco appliance sales began to decline, until 
by last year it was loosing $1 million per month on 
appliances; the latter had declined to but go per 
cent of total sales. Except for profitable defense 
work contracts, losses of $3.5 million during the 
first g months of 1956 would have been much 
higher. Last fall, Avco sold the Bendix line to 
Philco, and discontinued the Crosley mark. 

How did Avco get into such a state? The answer 
seems to lie in faulty marketing strategy according 
to Fortune. Avco decided to market a full line of 
appliances under both the Bendix and Crosley 
trade marks. This resulted in a heavy duplication 
of stock that dissatisfied the distributors. 

The next mistake was a decision to consolidate 
the two lines into one and to engage in full-line 
forcing. For example, a retailer could not get the 
washers, refrigerators, etc. without also taking on 
the Crosley television sets. Rather than drop profit- 
able t.v. brands such as RCA, a great many distrib- 
utors dropped the whole Avco line instead. Mean- 
while, Avco was burdened by high production costs 
and product defects. Lacking money for plant mod- 
ernization and revampment of its marketing system, 
the Company decided to throw in the sponge. 


16C.5 Eighty-Million-Dollar Shine. Chemical Week, 
April 20, 1957, pp. 66, 68, 70, 72, 74. [W.C.] 


Retail sales of shoe polish are close to the $8o- 
85 million level. Most polish manufacturers are lo- 
cated in the East, close to population centers. 

Sales by polish types rank in order: paste, liquids 
and creams, and whites; but dollar volume in each 
group is about equal. 

At present 45 per cent of paste sales are at 15 
cents a tin, 50 per cent at 25 cents, and 5 per cent 
at higher prices. In 1939, go per cent of paste sales 
were in 10 cent tins, and only 10 per cent in 25 
cent tins. Prices are expected to go up with 15 
cent tins due to hop to the 25 cent price. 

Liquids are fairly stable in price at 25 cents for 
a two ounce container. Most likely all white pol- 
ishes soon will be 25, cents. 

Largest cost factors pushing up prices are not 
raw materials, but freight (15 per cent of cost), 
selling costs, etc. 

About 40 per cent of polishes are sold in grocery 
stores, the rest by shoe stores, department stores, 
shoe repair shops, and dime stores. 

Latest trends are towards products more conven- 
ient to use: push tube packages, aerosol-applied 
liquids, and self-shining liquids. 


16C.6 Foreign Cars Had Banner Sales Year in U. S. 
in 56 With 100,000 Sold. Advertising Age, 
March 11, 1957, p. 46. [R.J.H.] 


Figures have recently become available which 
show that sales of foreign-made automobiles in- 
creased 60 per cent in 1956—from 59,000 in 1955 
to 100,000 last year—and accounted for 1 per cent 


of the U. S. auto market. The best-seller of the for- 
eign makes was Volkswagen with sales of 50,000 as 
compared with 29,000 in 1955. Sharp gains were 
made also by MG and British Ford which rank sec- 
ond and third respectively from the point of view 
of sales. Advertising Age gives figures for 1955 and 
1956 for the top ten best-sellers of the foreign 
makes. To date the foreign car manufacturers have 
not considered it necessary to spend any substantial 
amounts upon advertising in order to push sales; 
but there are indications that some of the compa- 
nies will increase advertising budgets for 1957. 


16C.78 The Auto Market at Midstream. Business 
Week, March 2, 1957, p. 25. [R.J-H.] 


For the three years 1954 to 1956 General Motors 
supplied over 50 per cent of the new cars pur- 
chased by consumers, Ford Motor Company was in 
second place and Chrysler Corporation in third. 
Figures for 1956 for the three companies were 50.78 
per cent, 28.45 per cent and 15.48 per cent respec- 
tively, with the Chevrolet and Buick ranking first 
and third in sales among the various auto brands 
and the Ford second. However, G.M. sales have re- 
cently dropped and the Ford brand is now in first 
place, with Chevrolet second and Plymouth third. 
At mid-February G.M. sales had dropped to 44 
per cent of the market, Ford sales were 31 per cent 
and Chrysler had climbed to 21 per cent. Because 
of the drop in G.M. sales and because the whole 
auto market has not been as brisk as anticipated, 
the prediction for this year’s sales total now is 6.25 
million (a 7 per cent gain over last year) in con- 
trast to the earlier 6.5 million estimate. Sales this 
year have proved wrong G.M.’s belief that Ford and 
Chrysler were “getting too far ahead of the cus- 
tomers’ tastes” with respect to styling. G.M.’s sales 
of Cadillac, Oldsmobile and Pontiac are satisfactory, 
but sales of Chevrolet and Buick give cause for 
concern. G.M. hopes to keep Chevrolet as close as 
possible to Ford until it brings out the new model 
Chevrolet this Fall. 

The policy at G.M. now is to keep dealers’ stocks 
in line with demand. This has caused some cuts 
in production at some of its plants. It aims to im- 
prove relations with dealers and to avoid employee 
lay-offs such as occurred last year which would 
probably bring a demand by the union for higher 
lay-off benefits. This policy may keep up the high 
price level of autos; but whether it will also have 
other results remains to be seen. 


16C.8 Another Upward Push for Liquor. Business 
Week, February 23, 1957, p- 49- [R.J-H.] 


Preliminary figures for liquor sales in the United 
States last year show that volume of sales was 216 
million wine gallons, 8 per cent greater than for 
1955- In 1946 sales reached an all-time peak of 231 
million gallons; but they fell the following year, 
and between 1947 and 1954 averaged 184 millions 
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per year. In 1955 the sales curve started to rise 
again and the trend continued through 1956. How- 
ever, part of the gain for 1956 was caused by the 
price increases announced during November and 
December which resulted in wholesalers and retail- 
ers, and probably consumers also, stocking up prior 
to the price boost. These heavy inventories will 
doubtless affect buying for 1957. While the goal 
for this year is 225 million gallons, the industry 
would probably be content with sales of 216 mil- 
lion. 

Figures for 1956 show that straight whisky is still 
gaining in popularity and accounted for 22.8 per 
cent of all liquor sold. As a result, marketing pol- 
icies have been affected and companies are now 
pushing lines of straight whiskies. Sales of brands of 
blends, which accounted for 38.6 per cent of all 
liquor sold, did not decrease as much last year as 
in 1955. Seagram’s 7 Crown, the first-ranking liquor 
sold, as well as Walker’s Imperial (both blends) 
even made slight gains. A growing demand for im- 
ported liquor is shown in the popularity of Sea- 
gram’s V.O. and Walker’s Canadian Club. Another 
trend—the buying of a greater variety of liquors— 
is apparently the result of the great increase in the 
number of suburban dwellers with a consequent 
increase in the amount of entertaining done at 
home. The suburbanite’s desire to offer his guests 
a wider selection of liquors is reflected in his buy- 
ing habits, as non-whisky’s share of total liquor 
sales was 21.2 per cent in 1956 as compared with 
20.2 per cent in 1955 and 12.2 per cent in 1949. 
Vodka, in the non-whisky category, showed the 
greatest gain of any liquor, an increase of 70 per 
cent over 1955. However, sales of gin remained 
about the same, amounting to 9.2 per cent of total 
liquor sales as against 9.8 per cent for the previous 
year. 


16C.9 A Lot of Life in Radio Yet. Business Week, 
February 9, 1957, p. 131. [R.J-H.] 

When television became available to the Ameri- 
can public in 1948, radio, through 2,000 stations, 
was reaching 94 per cent of the country’s homes 
and was a powerful medium for the advertiser and 
for the dissemination of news, information, enter- 
tainment and political views. With the advent of 
TV, audiences turned from radio and between 1948 
and 1956 the number of radio sets in use during 
the evening decreased by 69 per cent. As a result, 
advertisers turned to the new medium and the big 
shows were produced on TV. The situation was ag- 
gravated by the fact that the very people who had 
bought radio time and had programmed the big 
radio shows themselves went into TV and for a 
time radio became a forgotten field. However, dur- 
ing this period radio did begin to make an adjust- 
ment to the changed conditions. It found that 
weekday listening declined by only 29 per cent and 
began to re-schedule its programs in accordance 
with this fact. Actually coverage of the country by 


radio began to increase and today radio reaches 98 
per cent of the homes through nearly 3,000 sta- 
tions. 

Donald H. McGammon, president of Westing- 
house Broadcasting Co., states advertisers are now 
beginning to see the attraction of radio as a “low- 
cost, saturation medium, emphasizing frequency, 
flexibility and broad appeal to every possible seg- 
ment of audience.” In contrast to TV, radio has 
become a personal listening medium—something to 
which people can listen while engaged in other ac- 
tivities—and, because of this, great emphasis is be- 
ing placed upon music, news and programs with 
strong local appeal. With this change in program- 
ing, will the role of the network be weakened? Al- 
ready the Westinghouse Broadcasting Co. has begun 
to operate its stations as independents and the re- 
sults are being watched with interest. WBC felt 
that little of its revenue came from network sales 
and that its affiliations were costing it both reve- 
nues and local audiences. However, the networks 
believe that they can offer much to the advertiser: 
low-cost advertising as compared to the cost of spot 
advertising; and convenience in buying airtime. 
One view of the situation is that advertisers re- 
turned to radio first at the local level and that now 
they are beginning to work through the networks. 


16C.10 1956—The Biggest Year Yet for Appliance 
Makers—And ’57 Promises Even Better. Busi- 
ness Week, January 5, 1957, p. 122. [R.J.H.] 


The electrical appliance and radio-television in- 
dustry reports that its sales in dollar volume for 
1956 surpassed sales for 1955, the previous peak 
year, and forecasts a further increase for 1957. Sales 
of radios, television sets, freezers, refrigerators, 
home laundry units and small appliances made up 
most of last year’s $8.3 billion volume. A spokes- 
man for the industry suggests that appliance sales 
this year will be 5 to 10 per cent greater than last 
year and another estimates that volume of appli- 
ances, radio and TV will reach $9 billion—an in- 
crease of $600 million over 1956. These predictions 
are based on the facts that consumer disposable 
income is still rising and that appliances purchased 
in 1955 will now be paid for and purchasing power 
will be available for the buying of additional appli- 
ances. 

However, the picture is not quite as favorable 
as it appears at first sight. As appliance prices are 
now higher, the actual gain in unit sales is less 
than the dollar volume figures would indicate. An- 
other factor to be considered is the drop in hous- 
ing construction which is expected to be about 10 
per cent this year and which, of course, will cut 
one of the markets for appliances. In addition, costs 
of labor and materials are rising and competition 
is keen. The outlook for TV is not too clear. As 
sales of black and white sets dropped by 500,000, 
manufacturers started 1957 with large inventories 
on hand. Of the sets sold last year, more were 
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lower-priced portables and this situation depressed 
prices of the larger models. Sales of color TV were 
disappointing, but it is hoped that they will pick 
up this year. 


17. MERCHANDISING 


17.1 Extending the Selling Season: Printers’ Ink 
Portfolio for Planning, Number 9. The Edi- 
tors of Printers’ Ink (Pleasantville, New York: 
Printers’ Ink Books, 1957, 62 pp. $10.00). 
[R.L.c.] 


Those who find Printers’ Ink a helpful source of 
information will welcome this new addition to the 
Portfolio for Planning series. The thirty-seven 
articles which are included in this portfolio have 
appeared during the past ten years and are con- 
cerned primarily with eliminating seasonal slumps. 
Many practical suggestions are offered for merchan- 
disers of a wide variety of products. 


18. PRICES AND PRICE POLICIES 


18.1 More Druggists, Grocers Cut Prices to Vie with 
Trading Stamps, Survey Reveals. Advertising 
Age, February 25, 1957, p. 38. [R.J-H.] 

A 68-city survey of goo food and 531 drug stores 
recently completed by Selling Research Inc. showed 
that while trading stamps were used by 43.2 per 
cent of the food stores and 21.7 per cent of the 
drug stores, retailers in general were dissatisfied 
with the practice and, of the non-users, 52 per 
cent of the grocers and 23 per cent of the druggists 
were lowering prices to meet the competition of 
the stamps. Of the non-user grocers, 22 per cent 
were, in addition, meeting stamp competition by 
increasing newspaper advertising. Of stores using 
stamps, 33 per cent of the grocers and 52 per cent 
of the druggists would be willing to abolish the 
practice if their competitors would follow the same 
course. 


18.2 Resale Price Maintenance in Chicago 1953-55. 
Ralph H. Oakes, The Journal of Business, 
April 1957, pp. 109-130. [S.C.H.] 

A detailed study of purchases of headache reme- 

dies, sanitary napkins, and tooth pastes made by a 

consumer panel of 576 Chicago families indicated: 


1. The average price paid conformed very closely 
to the comparable average fair trade minimum 
price for the products studied. Eight per cent 
of dollar outlays were for items sold below 
the minima and 15 per cent were for items 
sold above the minima. 

2. The deviations seemed to be due to employee 
and similar discounts (which reduced the av- 
erage price paid by about 2 per cent), mistakes 
by store management and personnel (causing 
deviations both above and below the minima) 


and above-minima pricing in small stores cat- 
ering to low-income consumers. 

g. Prices of fair-traded headache remedies and 
Sanitary napkins seemed to be higher than 
prices for comparable brands not subject to re- 
sale price maintenance. 

4- Compliance with manufacturer-set minima in 
the Chicago area seemed both high, and trend- 
ing even higher. This finding runs counter to 
Ward Bowman’s conclusions (“The Prerequi- 
sites and Effects of Resale Price Maintenance,” 
University of Chicago Law Review, Summer, 
1955). Oakes believes that the differences may 
be due to larger sample size for his study, con- 
siderable attention to the correction of re- 
porting errors in consumer diaries, and the 
fact, noted above, that there does seem to be a 
trend in the degree of compliance over time. 


18.3 Resale Price Maintenance. Edward McFadyen, 
Journal of Retailing, Spring, 1957, pp. 14-16. 
[s.c.H.] 


A brief review of recent British developments in 
the field of resale price maintenance. The most im- 
portant change has been provided by the Restric- 
tive Trade Practices Act. While this Act continues 
to let individual manufacturers control resale 
prices, it outlaws collective price maintenance 
through trade associations, collective boycotts, 
blacklists and similar devices. Over one-half of the 
British housewives polled in a recent survey favored 
resale price maintenance, largely on the ground 
that it prevented overcharges. Nevertheless, the 
blossoming “cut-prices” stores (somewhat similar 
to our discount houses) are beginning to make an 
impression upon the markets for provisions, house- 
hold hardware, and pharmaceuticals. 


18.4 Price Determination in the Western Canadian 
Garment Industry. William Lazar, Journal 
of Industrial Economics, March, 1957, pp. 
124-136. [s.c.H.] 


Intensive interviews with executives of twenty-six 
Winnipeg clothing manufacturing firms revealed 
that few, if any, had carefully worked out and 
could consciously describe their pricing goals and 
methods. 

In general, however, the manufacturers sought a 
“fair return,” which in turn seemed to connote a 
“good living” accompanied by a “growing busi- 
ness.” Other goals seemed to be survival, increasing 
market-share, entry into new markets, and offering 
of a wide-enough range of prices to appeal to all 
potential markets. 

The basic pricing technique seemed to be cost- 
plus subject to adjustment for prevailing retail 
price lines. Other techniques were used from time 
to time, however, in part because of the high de- 
gree of uncertainty attached to most pricing deci- 
sions. 
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20. RESEARCH AND RESEARCH TECHNIQUES 


20.1 Market Research: The Neophyte Sets a Fast 
Pace. Chemical Week, April 27, 1957, pp. 68- 
70. [W.c.] 


The average chemical industry market research 
manager is 39.5 years old, earns $13,6g: a year, has 
spent 14.5 years in the chemical industry and about 
5-5 years in market research. Every year he travels 
18,800 miles and makes 132 outside calls. Almost 
all have a Bachelor's Degree, and about half have 
a higher degree. About 10 per cent have a M.B.A. 
Degree. About two-thirds have technical degrees. 

Over 80 per cent of chemical industry market re- 
search departments have been established within 
the last ten years, and one-third within the lasc 
five years. 

The big problems of many market research man- 
agers in order are: (1) insufficient manpower, (2) 
lack of management recognition, (3) data requests 
on items of minor importance. 

Despite lack of manpower, few use outside con- 
sultants. Only 2 per cent use them regularly, and 
63 per cent occasionally, while 35 per cent use 
them seldom or never. 


20.2 A Test for Determining an Optimum Point of 
Quality. Purnell H. Benson and Francis J. 
Pilgrim. A paper read at the Operations Re- 
search Society of America, Philadelphia, May 
9, 1957- [W-L.] 


Determination of the optimum in product de- 
sign, distribution, or promotion is a prevailing con- 
sumer research problem. Tests of consumer prefer- 
ences are usually used to reach a solution. Prefer- 
ence alternatives being tested, however, are already 
believed to be near the optimum and significant dif- 
ferences are, therefore, not readily detected. When 
significant differences are found, there is less assur- 
ance that the preference alternatives tested in- 
cluded the true optimum and, thus, confidence 
limits for the magnitude of the error in defining 

the optimum cannot be stated reliably. 

' This paper, number 737 in the series approved 
for publication, reports research undertaken at the 
Quartermaster Food and Container Institute for 
the Armed Forces. As an alternative to the ineffi- 
cient form of consumer preference testing, the au- 
thors suggest a marginal-preference model. The 
model “provides an operations research approach 
aimed at determining the optimum with a mini- 
mum of data and within specified limits of ac- 
curacy.” An operations research test, designed to 
determine the optimum time—temperature integral 
at which pork and gravy should be processed for 
maximum consumer palatability is described in de- 
tail. 

One hundred and thirty-five consumers rated 
specimens prepared by one of three meat packing 
companies. The rating instrument used “is a 9 
point hedonic scale used in affective evaluation of 





foods with categories from “disliked extremely” 
(scale value of 1) to “liked extremely” (scale value 
of g).” Preference is maximized “at the point where 
the marginal preferences (i.e. the derivatives of the 
preference-quality function with respect to the 
qualities) are equal to zero.” 

By fitting the data a parabolic equation was de- 
rived, through differentiation the maximum value 
was determined, and by substituting appropriate 
values the optimum Fo value for the respondents 
studied was obtained. The authors discuss the 
technique of setting confidence limits for the opti- 
mum, the choice of points for fitting the preference- 
quality function, and the extension of the test to 
include several variables. 


20.3 ‘Which Ads Sell Best? George Gallup, Printers’ 
Ink, June 7, 1957, pp- 38-53. [E-J-K-] 

The new technique of activation is described as 
a tool with which the sales effectiveness of adver- 
tising can be increased. The method grew out of 
the readership research which began in the 1930's, 
and the impact method developed in 1945-1948, in 
which respondents play back the sales message. 

The activation method is offered as one which 
pivots on reality because it begins and ends with 
the sale by linking advertising stimulus with the 
sale. The six major research steps in the activa- 
tion approach follow: 


1. The respondent is required to produce each 
item bought. 

2. Through proper structuring of the interview, 
the respondent indicates what advertising had 
to do with the sale. 

8. The respondent is required to prove the in- 
fluence of advertising on his purchase, by cit- 
ing media and by answering specific questions 
about the advertising. 

4. Through analysis of successful and unsuccess- 
ful campaigns, the creative techniques that 
have the best record of selling goods are iden- 
tified. 

5. The activation findings are applied to the spe- 
cific advertising problems of a product. 

6. The selling effectiveness of the new or revised 
advertising strategy is checked upon by refer- 
ence to the flow of data in the activation 
indexes. 


20.4 How the Public Buys Its Motor Oil. Petroleum 
Week, March 8, 1957, p. 48. [R-E.M.] 


Released early in the year by the Shell Oil Com- 
pany were these preliminary results of a survey 
based on “some 17,000 people, their cars, and oil 
samples.” The purpose of this study intended to 
find out what the “motoring public” were “actually 
doing” with regard to motor oil purchases and 
motor oil drain intervals. Shell obtained data from 
two sources: 1) motorists coming into service sta- 
tions for oil changes, and 2) a study of motor oil 
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samples from cars driven into stations for other 
reasons. The first phase of the survey provided 
1,093 samples. In the second phase of the study, oil 
samples were taken on dip sticks from 15,496 cars. 
After collection of the oil samples, Shell used its 
ADC Oilprint Analysis to evaluate the condition of 
the used oil. 
Findings in Shell’s study showed that: 


1. Motorists indicated a preference for oils in the 
price range of 40 to 50 cents a quart, and for 
premium gasolines. 

2. There are some possible correlations between 
preferences for particular types of cars, gaso- 
line, and oil. As would be expected, users of 
number one oils (oils in the 55 to 65 cents per 
quart price range) were those who prefer pre- 
mium gasolines. 

3. Motorists say they change oil more often than 
they actually do. The average oil-change inter- 
vals for this sample was every 1,843 miles. 

4. The average motorist changes oil less fre- 
quently than the oil industry recommends, but 
more frequently than the car manufacturers 
suggest. 

5. The newer the car, and the higher the grade 
of oil used, the better the chances are that the 
oil in the crankcase will still be serviceable at 
a given mileage. 

6. Of all cars driven into a service station, 54.6 
per cent need an oil change. 


21. RETAILING 


21.1 Communications the Fastest Way: Teletype 
Speeds Store Orders at Safeway. Super Market 


Merchandising, January, 1957, pp. 104-106ff. 
[w.L.] 


The introduction of teletype service between re- 
tail outlets, warehouse, and central office, by Safe- 
way Stores, has greatly facilitated the ordering and 
delivery of perishable foods. Orders which previ- 
ously had to be submitted seven days or more in 
advance (with no possibility of revision) may now 
be initiated at a much shorter time prior to ship- 
ment with the possibility of last-minute changes. 
The machines and circuits are leased from the Bell 
System and the facility is claimed to be the only 
one of its type in operation either in or out of the 
food industry. Details of the operation of the sys- 
tem are given in the article. 


21.2 The Crisis in Retailing. Victor Lebow, Journal 
of Retailing, Spring, 1957, pp. 17-26. [S.c.H.] 


Prediction that rising price levels, heavy inven- 
tories, high credit rates, the heavy volume of con- 
sumer debt, and a general disparity between pro- 
duction and consumption will result in intense 
retail competition during 1957 and 1958. This com- 
petition will take the form of price fights between 


chains and the larger independents, which will gain 
a considerably increased share of total retail vol- 
ume, while some full-price retailers will put in- 
creased emphasis upon restricted and exclusive 
lines. The net result will be continuance of the 
present “fantastic” rate of retail mortality. 


21.3 Retail Labor Costs. Jules Backman, Journal of 
Retailing, Spring, 1957, pp. 5-13. [S.C.H.] 

This, the third in a series of articles on the eco- 
nomics of retailing, notes considerable variation in 
relative payroll costs classified according to retail 
merchandise line. Out of thirty-five lines analyzed, 
four (grocery, grocery with meat, farm equipment 
and farm supply) showed total payroll costs run- 
ning below 10 per cent of gross sales, while eight 
had payroll costs of 20 per cent or more. Relative 
labor costs for the entire retail sector of the econ- 
omy have shown great stability during the war and 
post-war years. However, labor costs in department 
and chain variety stores have risen more rapidly 
than have sales during the 1939-1955 period. While 
relative labor costs for all retailing seem to increase 
with the size of the store, the data available for in- 
dividual lines show diverse patterns. 


21.4 Retail Selling Can and Should Be Improved. 
Robert H. Myers, Journal of Retailing, 
Spring, 1957, pp- 39-46. [S.c.H.] 

Professor Myers argues that department store 
sales people can be trained to do a much more ef- 
fective selling job, through Training Department 
classes emphasizing role-playing, and especially, 
through guidance from “departmental sales super- 
visors.” These supervisors should conduct frequent 
morning sales meetings, provide individual coach- 
ing and advice to sales personnel, listen in on sales 
transactions and make suggestions for improve- 
ment, and organize suggestion selling campaigns in 
their departments. 


21.5 Gross Margins in Retail Distribution. J. D. 
Hughes and S. Pollard, Oxford Economic 
Papers, February, 1957, pp. 75-86. [s.c.H.] 


This is an analysis of Britain’s 1950 Census of 
Distribution, leading to the following conclusions: 


1. The existence of a wide dispersion of margins 
within all trade and size groups, as classified 
in the Census. This is attributed to both the 
effects of imperfect competition and to the ac- 
tually heterogeneous composition of many Cen- 
sus Classifications. 

. In trades responsible for about half of all re- 
tail sales, margins were lowest in the middle 
size brackets, rising toward both extremes. 

3. Shops without working proprietors tended to 

have higher gross margins than shops with 
working proprietors. 
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23. SALES MANAGEMENT (including Salesman- 
ship) 
23.1 Monter un Service Promotion des Ventes. F. 
Nepveu-Nivelle, Vendre, April, 1957. 


This article is a chapter from M. Nepveu-Ni- 
velle’s book, “Promotion des Ventes-clé du succés.” 

Sales promotion departments are being fitted into 
old sales structures in all progressive companies in 
France. This article is therefore timely. The author 
attributes to these departments certain duties 
which would generally be in the hands of adminis- 
trative assistants in America—for example—analysis 
of sales figures, determinations of sales territories 
and remuneration methods. Administrative assist- 
ants are practically unknown in France—the classic 
secrétariats being record keepers and letter typers. 
The article underlines the necessity for preventing 
the new departments from becoming administrative 
units in companies where the sales and advertising 
people at the helm are distrustful of them and un- 
willing to relinquish to them the promotional ac- 
tivities they previously carried out. 

Three other points particularly applicable in 
France—the best organization is found by testing. 
The French are capable of vigorous action, but 
prone to act without setting up the controls which 
will signal the right road to take. 

Complete reporting is necessary. The reasons for 
the present inadequate reporting in France are nu- 
merous—the shortage of helpful secretaries, distrust 
of the tendency to be verbose, the difficulty of writ- 
ing reports in good French, the desire to avoid 
criticizing others. .. . 

Promotion starts in the mind of the president. 
Too often the French company president technician 
annuls a significant part of the dynamism of the 
sales department. 


23.2 Are Your Salesmen Paid Too Much? Kenneth 
R. Davis, Harvard Business Review, Novem- 
ber-December, 1956, pp. 52-60. [J.M.R.] 


Here is an interesting discussion of levels of sales 
compensation as contrasted with the numberless 
discussions of methods of compensation. Of partic- 
ular interest here is a case study showing how gen- 
eral and tailor-made surveys were used to deter- 
mine the level of compensation in one company 
vis a vis industry levels. 

If analysis indicates that a firm’s sales compensa- 
tion is too high, management is faced with a rather 
delicate task. Professor Davis’ suggestions for im- 
plementing a decision to lower compensation are 
most interesting reading. 


23.3 Differential Interest Patterns in Salesmen. 
Arthur A. Witkin, Journal of Applied Psy- 
chology, October, 1956, p. 338. [R.J.H.] 


A sample of three hundred salesmen of three 
different types were studied by the author for sig- 





nificant differences in interest patterns on the 
Strong Vocational Interest Blank for Men. Nine 
scales of the Strong Blank were used and an anal- 
ysis of variance undertaken for each. The findings 
suggest “that while salesmen as a group may share 
certain interest factors, there are also differentiat- 
ing aspects of their patterns that should be of value 
to school counselors dealing with students who are 
considering a sales occupation, and also to business 
organizations concerned with the selection of sales- 
men. ... The results of this study support the 
trend away from the concept of salesmen in general 
toward the concept of special sales occupational 
groups.” 


23.4 Factors in Sales Success. D. E. Baier and R. D. 
Dugan, Journal of Applied Psychology, Feb- 
Tuary, 1957, P- $7- [R-J-H.] 

This report concerns relationships among criteria 
of performance as a salesman and measures of the 
salesman’s product knowledge, belief in his prod- 
uct, motivation and length of service. The data 
suggest the conclusion that, in the case of 346 in- 
surance agents, the salesman’s belief in his product 
(as measured by his own buying behavior) and his 
motivation are more important in determining how 
well he does his job than his product knowledge 
(as indicated by a test of life insurance knowledge). 
Length of service shows no significant relationship 
to job performance. 


23.5 Motivation Makes the Difference. John W. 
Barry, Chemical Week, April 20, 1957, pp. 
79°88, go, 92. [w.c] 

Well drawn incentive-payment plans can go a 
long way toward energizing chemical company 
sales forces, orienting sales efforts toward targets 
set by management. 

Sales managers can evaluate the success of their 
present compensation program by these questions: 
(1) What is the trend of your share of business; (2) 
are salesmen spending too much time with the 
wrong people; (3) do salesmen cultivate production 
personnel; (4) are salesmen working for themselves, 
or the company; (5) are salesmen doing their non- 
sales jobs; (6) are they giving their “all”; (7) do 
they hang on till they get orders; (8) are they mov- 
ing to jobs with competitors? 

Salaries should be fixed by importance of sales 
territories and merit of salesmen serving these ter- 
ritories, as adjusted by achievement bonuses. A 
salesman’s income should correspond with the sal- 
aries of salesmen doing similar jobs in competing 
firms, and with salaries of key individuals (as pur- 
chasing agents) in customer firms with whom he 
has regular dealings. 

In spite of many advantages, most chemical firms 
contrary to other industries, do not use incentive 
plans. Many feel chemical salesmen with technical 
training have a professional standing which does 
not fit in with commission or bonus plans. 
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23.6 Sales Clubs Accent Professional Activities. 
Chemical Week, May 11, 1957, pp. 57, 58, 60, 
62. [w.c.] 


Chemical industry salesmen’s associations and 
clubs, which in the past have been largely social in 
scope, are expanding their professional activities. 
Established organizations are sponsoring scholar- 
ships, underwriting sales training courses and films, 
and encouraging students interested in sales ca- 
reers. 

Such associations are now found in major cities 
from coast to coast, and consideration is being 
given to consolidation of local clubs into a na- 
tional chemical industry salesmen’s association at 
some future time. 


23.7 Administration of Manufacturer-Dealer Sys- 
tems. Valentime F. Ridgeway, Administrative 
Science Quarterly, March, 1957, pp. 464-83. 
[w.L.] 


The manufacturer-dealer complex comprises a 
competitive system whose administrative needs are 
both similar and dissimilar from those of verti- 
cally integrated firms. Certain administrative func- 
tions may be performed most effectively on a de- 
centralized basis. Nevertheless, there is great need 
for coordination and control of these activities at 
the manufacturer’s level since it is here that famil- 
iarity with the product, market, and general dealer 
needs is centered. The separation of ownership and 
break in the chain of command of the manufac- 
turer-dealer arrangement complicates administra- 
tive action. Manufacturers seek methods whereby 
the minimum power necessary to administer the 
system is acquired and maintained. 

Control forms utilized vary among industries and 
companies. A frequently used method in the petro- 
leum industry is manufacturer ownership of service 
station outlets with leasing arrangements with op- 
erators. Non-renewal of lease is a from of coercion 
which can be exerted. In contrast, farm implement 
and automobile manufacturers do not utilize this 
method of control. 

The existing community of interest and inter- 
dependence on the part of the manufacturer and 
his dealer complex is emphasized by the author. 
The reciprocal dependence of the dealer upon the 
manufacturer’s survival, and of the manufacturer 
upon the dealer sales efforts is noted. It is suggested 
that the effective use of administrative principles 
which are being enjoyed by vertically integrated 
firms should be applied to the manufacturer-dealer 
complex. 


24. SALES AND ECONOMIC FORECASTS 
24.1 What Saving Is: Hero, Villain, or Specter? 
Business Week, February 2, 1957, p. 96. [R-J.H.] 


This article views saving from the standpoint of 
the economy as a whole, surveys our current savings 


requirements which, it would appear, are not being 
met, and makes an attempt to determine what ac- 
tion can be taken to solve the problem of insuffi- 
cient saving. 

To understand how saving operates within the 
economy the roles of government and foreign in- 
vestment play must be considered as well as the 
roles individuals and corporations play. If we con- 
sider the latter only, we find that saving includes 
“depreciation, undistributed profits that are to be 
used for retirement of debts or for expansion, the 
money that individuals put aside out of their wages 
and salaries instead of sy ending it immediately . . . 
and the money that individuals use to pay debts 
or buy insurance.” This saving will be offset by 
“the maintenance or increase of the nation’s capital 
stock or by consumption by other individuals in 
excess of what they contribute to... gross na- 
tional product.” Investment consists of savings not 
offset by consumption. “. .. If the investment is 
in the form of an undesired accumulation of in- 
ventories . . . the disappointed businessman will 
curtail output. As they try to work down their 
excess inventories, prices will decline, and so will 
employment. If ... people buy more consumer 
goods and materials than expected, . . . business- 
men will happily increase production if they can. 
It wiil be easier for them to do this if there are 
large amounts of unemployed resources and work- 
ers. As a result of this effort to expand output, 
prices are likely to rise either a little or a great 
deal—depending on how difficult it is actually to 
expand production.” For any period of time na- 
tional saving always equals national investment. 
“For the total national savings in any year equals 
the national income minus consumption expendi- 
tures. And total national investment equals total 
output minus the production of goods and services 
for current consumption. Since total output equals 
total income, national saving equals national invest- 
ment.” 

Now to consider how government saving (a sur- 
plus budget) and government nonsaving ( a deficit 
budget) affect the economy: A surplus in good times 
serves as a check on inflationary tendencies by free- 
ing resources and in bad times accentuates the re- 
cession by reducing demand. A deficit in good times 
promotes inflation by increasing demand for re- 
sources already in short supply and in bad times 
assists recovery by stimulating production and aid- 
ing employment. Foreign trade affects the economy 
in a similar fashion: net imports act exactly like a 
government surplus budget and net exports exactly 
like a government deficit budget. 

At the present time, personal savings are running 
at an annual rate of more than $22 billion, a rise of 
50 per cent over the first quarter of 1955; gross 
national savings have risen from an annual rate 
of $54.3 billion in early 1955 to probably around 
$70 billion to present date. This indicates a fairly 
rapid rise in saving. However, with capital expendi- 
tures of 40.2 billion predicted for 1957, it is clear 
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that present savings plans are too low to support 
the heavy expansion programs. 


24.2 Full Purse but Tight. Business Week, March 
16, 1957, p- 43- [R-J-H.] 

The survey of consumer attitudes made in Jan- 
uary and February by the Survey Research Center, 
University of Michigan, for the Federal Reserve, 
shows that while consumers are still, on the whole, 
optimistic about the future, they plan to spend 
little more than last year on items such as autos, 
houses, furniture and appliances. While plans to 
purchase new houses are down 10 per cent, inten- 
tions to make expenditures on home improvements 
are much higher and the median expenditure is 
expected to rise from last year’s $370 to $460. Con- 
sumers plan to pay a median price of $2,000 for 
new autos and $920 for used autos in contrast to 
$2,810 and $800 respectively as shown in the 1956 
survey. 

Of those surveyed, 41 per cent reported incomes 
of over $5,000; 45 per cent reported income rises 
over 1956; and 40 per cent expect to be earning 
more next year. The comparable figures in last 
year’s report were 36 per cent, 41 per cent and 37 
per cent respectively. Consumers also reported an 
increase in assets such as U. S. Savings bonds and 
checking and savings accounts. However, because 
of rising prices, the improvement in their position 
shown by the above statistics does not seem to be 
apparent to the consumer and only 40 per cent (the 
figure also for 1956) feel they are better off. 


24.3 Buyers’ Market Shaping Up in Second Half. 
Chemical Week, June 1, 1957, pp. 35-38ff. 
[w.c.] 


A nationwide survey of chemical industry execu- 
tives can be summarized as follows: In 1957 sales 
will be higher than 1956, and profit margins will 
widen. There will be additional price increases, 
but on the whole ciiemical prices should soon level 
off. 

Chemical consumers expect no supply shortages. 
Some producers expect to have to cut output, but 
over-all, it is expected that supply and demand will 
be in. balance. 


24.4 What a Drop in Housing Means to Industry. 
Business Week, May 4, 1957, p. 136. [R.J-H.] 


During 1956, while gross national product rose 
2% per cent in constant dollars over 1955, housing 
starts dropped 1614 per cent. However, industries 
related to housing did not show a proportionate 
decline and some actually rose: output of heating 
and plumbing equipment fell 7.8 per cent, asphalt 
products 7.7 per cent, gypsum products 4.2 per 
cent, lumber and wood 2.8 per cent and paint, var- 
nish and lacquer 0.3 per cent; while, in contrast, 
clay construction items increased 3.1 per cent, Port- 


land cement 6.6 per cent, furniture and floor cov- 
erings 0.9 per cent and major appliances 4.1 per 
cent. Several factors limited the effect of the hous- 
ing slump on the above-mentioned industries: con- 
sumers tended to spend more on household repairs 
and improvements; the decline in housing starts 
was most noticeable in the less expensive houses 
because of the shortage of money for FHA and VA 
mortgages—thus the decline, measured in dollars 
of products involved, was not as great as it first 
appears; there is a time lag before housing products 
industries feel the effect of a housing slump and 
during this time by shifts in sales some resistance 
to the slump can be built up temporarily. Fiowever. 
a continued slump will eventually have its effect. 
The first few months of 1957 showed figures con- 
siderably below the comparable months of 1956 for 
shipments of lumber, gas ranges, heating apparatus, 
household furniture and major appliances. Spokes- 
men for industries related to housing appear at the 
moment to be definitely worried with respect to the 
trend in housing. One exception is the paint man- 
ufacturing industry where new construction con- 
sumes less than 6 per cent of the total residential 
paint market. 


26. STATISTICAL DATA (including Sources, 
Types, Revisions, and New Series) 


26.1 A Survey of the Characteristics of Households 
Subscribing to three Houston Newspapers. 
Alfred Politz Research, Inc., for The Houston 
Chronicle, December, 1956. [R.E.M.] 


The purpose of this survey, which was conducted 
for The Houston Chronicle, was to determine the 
characteristics of those households which receive 
home delivery of Houston newspapers. Although 
results would be of interest only to newspapers in 
the Houston area, sampling procedures used by 
Politz in this survey will be of interest to people 
in the marketing research field. 

The universe defined in this study was all house- 
holds in the Houston City Zone. The “area proba- 
bility” method was used to sample this universe. In 
this method, the entire geographic area under study 
is divided into a large number of small areas. Then 
a representative sample of areas is selected and 
interviewing is conducted among a sample of house- 
holds located in the selected areas. City block divi- 
sions were used as the basic area sample in this 
study. However, before selecting the actual sample 
of blocks, Politz felt that the most efficient proce- 
dure was to divide the city into small neighborhood 
units and select blocks from within each of these 
neighborhoods. Therefore, as a first step, all blocks 
were grouped into 440 strata (neighborhoods), each 
stratum containing approximately the same number 
of dwelling units according to latest Census infor- 
mation available in the Houston area. One block 
was selected from each stratum with probability 
proportionate to the dwelling unit count. Where 
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no dwelling unit counts were available, blocks were 
selected with equal probability. 

From each sample block selected, a group of 
households was defined for interviewing by group- 
ing the households on a block into segments of 
approximately equal size. One household segment 
from each sample block was then randomly selected. 


26.2 Selected Trade and Professional Associations 
of Texas. Betty Cashat, Bureau of Business 
Research, The University of Texas, April, 
1957- [R-E-M.] 

This list of Texas trade and professional associa- 
tions was compiled to meet the needs of many per- 
sons who contact the Bureau of Business Research 
at The University of Texas each year secking in- 
formation on various phases of Texas business. This 
listing should prove invaluable as a data source 
for research and business people desiring informa- 
tion on all phases of business in the state of Texas. 


26.3 75 Housing Areas—1956 Annual Summary. Di- 
vision of Housing Market Research, Housing 
Securities, Inc., January, 1957. [R-E.M.] 


This is the annual 1956 edition of housing areas 
which shows population and housing growth, eco- 
nomic indicators, and mortgage activity for 75 in- 
dividual areas. Complete coverage is given for most 
major counties and metropolitan areas for the 
United States as well as national totals. 

Population and housing growth breakdowns show 
recent figures for total and veteran population, total 
dwelling units, estimates of new dwelling units au- 
thorized, and marriages and births. Economic indi- 
cators cover such areas as non-farm and manufac- 
turing employment, average weekly earnings, bank 
debits, department store sales indices, and ‘number 
of passenger cars registered. Mortgage activity in- 
cludes the number of mortgages recorded as well 
as the number of FHA insured home mortgages 
and VA guaranteed home loans. 


27. STORAGE AND PACKAGING 


27.1 Packaging in Top-Level Planning. J. Gordon 
Lippincott and Walter P. Margulies, Harvard 
Business Review, September-October, 1956, 
pp- 46-54. [J-M.R.] 

Most package design projects fall into one of 
three areas: the redesign of an old package or a 
line of packages; the design of a package for a new 
product; the design for a container of a product 
that has never been packaged before. The authors 
insist on the need for both pre-testing and sales- 
testing before the final design is marketed. 

Since the creation of packaging design involves 
so many elements, factors, and individuals both in- 
side and outside the company, top management 
must not only formulate packaging policies but 


also assume direction of the program. It is only at 
this level that one finds authority to cross lines and 
keep various groups working together. 

Packaging problems must be treated in conjunc- 
tion with an examination of total visual communi- 
cation system: the product’s name, advertising and 


sales messages, dealer display, and possibly the 
product itself. 


29. THEORY OF MARKETING (including Com- 
petition) 


29.1 Showdown in the Market Place. Edward M. 
Barnet, Harvard Business Review, July-Au- 
gust, 1956, pp. 85-95. [J.M.R.] 


The author sees manufacturers and retailers 
aligned in two rival camps: those favoring handicap 
competition and those upholding innovistic compe- 
tition. Handicap competition, Mr. Barnet says, is 
designed to assure equality of opportunity to con- 
testants of varying strengths vying for consumer 
acceptance; seeks to preserve competitors rather 
than competition. It is epitomized by resale price 
maintenance. Innovistic competition, on the other 
hand, is consumer-oriented; it is tactical competi- 
tion: private brands, self-service, factory pre-pack- 
aging, etc., are examples. It is epitomized by the 
discount house. Innovistic competition threatens the 
status quo, puts all known goods and methods out 
of date. It is the antithesis of handicap competition, 
which aims deliberately to preserve the status quo. 

Marketing people in general think of profit in 
terms of per cent of sales. Mr. Barnet argues with 
conviction for profit as a per cent of total invest- 
ment as a means of dislodging retailers from their 
traditional mark-up fixation. It is earnings as a 
per cent of sales times turnover of total investment 
which gives a true measure of marketing effective- 
ness. Thus a discount house with a total investment 
of $500,000, sales of $10,000,000 and profit of 1.5 
per cent of sales has a go per cent return on in- 
vestment, whereas a department store with a total 
investment of $12,500,000, sales of $20,000,000, and 
a profit of 3.5 per cent of sales has a 5.6 per cent 
return on investment. 

Return on investment concept in marketing leads 
to a searching reappraisal of marketing relation- 
ships as well as of the internal divisions of labor 
within the firm. This reshuffling of costs or activi- 
ties among producers, distributors, and consumers 
is innovistic competition in action. 


31. TRANSPORTATION 


31.1 The Problem of American Shipping—New 
Questions and Old Answers. William M. 
Roth, Operations Research, February, 1957, 
Pp. 104-110. [W.L.] 


Spiraling costs have forced the shipping industry 
to apply research and reassess its position. Results 
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of research efforts are now being realized. The sci- 
entific evaluation of shipping industry needs has 
resulted in the utilization of new ship design, im- 
proved handling and scheduling methods, and 
more effective transportation equipment. Leading 
representatives of the shipping industry expect that 
the returns from research investments will multiply 
in the future. 


31.2 A Second Look at Trailership Service. Eric 
Rath, Distribution Age, April, 1957, pp. 52- 
54ff. [w.L.] 

The inauguration of roll-on, roll-off, self-pro- 
pelled truck trailerships has facilitated the inter- 
continental movement of trailer freight. One ship 
carrying ninety-two large trailers in addition to 
twenty smaller trailers and one hundred cars re- 
cently made the round trip from New York to Eu- 
rope in eighteen days at a cost of $8.70 per han- 
dling ton. T.M.T. Trailer Ferry, Inc., one of the 
firms in this new industry, has twelve vessels and 
more than five hundred over-the-highway units in 
service or under construction. Procedures for han- 
dling and advantages to be enjoyed by utilization 
of this method are covered in this article. 


$1.3 Model Training Program Reduces Damages 
90.7%. Albert Fernandes, Distribution Age, 
April, 1957, pp- 40-43ff. [w.L.] 

Using models in teaching the car-loading tech- 
niques developed by the United States Navy pro- 
motes superior handling and loading methods on 
the part of trainees. This tool in conjunction with 
other visible training aids, such as films and slides, 
has contributed greatly to the reduction in costs 
associated with poor handling and loading. The 
author suggests that savings comparable to those 
made by the military services may be realized by 
non-military shippers who adopt this training de- 
vice. 


31.4 What Can Be Done About Damages? L. E. 
Galaspie, Distribution Age, April, 1957, pp. 
46-47ff. [w.L.] 

Damages inflicted during rail shipment of mate- 
rial are on the increase. Higher costs of blocking 
and bracing to insure safe shipment of goods by 
rail accounts in a large part for the greater econo- 
mies resulting from truck shipment. Tests con- 
ducted by Reynolds Metal Co. indicate that shock 
and vibration account for a majority of damages to 
materials and that improvement in the design of 
boxcars could materially reduce such damages. 
Other suggestions offered are: 


1) concentration on crew training, 

2) free interchange of information on improved 
car design, 

3) bringing results of design improvement to at- 

tention of appropriate personnel. 





31.5 Rate-Making Wrangle in the Airfreight Field. 
John H. Frederick, Distribution Age, Febru- 
ary, 1957, pp. $3ff. [w.t.] 


Pregent and prospective users of air transporta- 
tion find that airfreight rates are a significant ele- 
ment in their cost of distribution. In effect, gov- 
ernmental determination of minimum rates has 
established actual rates. In attempting to maintain 
and promote competition, the CAB has provided 
an environment designed to protect small inde- 
pendent carriers from the rate cutting of combina- 
tion carriers. This action has removed an impor- 
tant prerogative, competitive rate determination, 
from the control of airline management. 


31.6 Better Transportation: Pathway to Profits. 
Thomas Kenny, Dun’s Review and Modern 
Industry, June, 1957, pp. 65-120. [R.L.c.] 


This special report on industrial transportation 
and how it is being improved has been prepared 
by DR&MI and is treated in the following articles: 
How Companies Spend $50 Billion to Move Goods: 
Transportation Cost Can Be Cut; Where Does the 
Traffic Department Fit?; How To Select the Right 
Carrier; Transportation is Moving Fast; How Will 
Goods Move in 1965?; and Do You Make Costly 
Errors? 


31.7 St. Lawrence Seaway Presages Mass Shift in 
Grain Shipping. Business Week, April 6, 1957, 
P- 190. [R.J.H.] 

Early in April the School of Business of Indiana 
University made available the results of a study 
conducted by Joseph R. Hartley of the effect which 
the St. Lawrence Seaway will have upon U. S. grain 
export traffic. At the present time, most grain from 
the Midwest is carried through the Great Lakes to 
Buffalo and Oswego where it is transshipped by 
barge or rail to ocean ships at Albany, New York 
or Baltimore. Some grain is carried all the way to 
Baltimore by rail. Grain from South-central U. S. 
goes to Gulf ports by trains and Mississippi River 
barges. The study predicts that, with the opening 
of the Seaway which will allow 27-foot navigation, 
it may be cheaper to move over go per cent of 
grain exports (150 to 200 million bu.) via the St. 
Lawrence. The present lake grain carriers would 
then face competition from ocean tramps and 
liners. If the latter ships, which carry smaller loads 
than lake boats, should gain a major share of the 
trade, the Welland Canal would become a bottle- 
neck, probably by 1965, and its capacity would have 
to be increased. 

With a shift in grain movements to the St. Law- 
rence, the study concludes that: 

Chicago will handle over half the Seaway grain 
volume and become the leading U. S. grain port. 


a) Duluth will handle 50 to 70 million bu. of 
grain exports and Milwaukee, Detroit, Toledo 
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and Cleveland will share some of the traffic. 
Atlantic ports may lose 50 per cent of their 
current volume and Gulf ports go per cent of 
their 1961 potential. 

c) Buffalo and Oswego will lose much of their 
transshipping business although the former 
should still be a centre for milling and win- 
ter export. 

Inland terminals will remain unaffected as 
they will continue to collect grain for both 
export and domestic consumption. 


b 


~~ 


d 


~ 


Critics of the study claim that it is not yet possi- 
ble to estimate Seaway tolls as Hartley has done in 
his research. (He bases his findings on tolls of 25 
to 67 cents per ton.) They also maintain that the 
study minimizes the disadvantage to Seaway travel 
which the Welland Canal presents and disregards 
the position of Atlantic and Gulf grain elevator 
operators who control grain supplies. 


32. WHOLESALING 


$2.1 Warehousing Riddle Finds an Answer. George 
S. Odiorne, Distribution Age, February, 1957, 
pp. 40-41 ff. [w.L.] 
The economics of warehousing is governed by 
three basic factors: 


1) the company’s financial position, 
2) the company’s cash position, and 
3) cost control information available. 


After evaluating the economie aspects of his com- 
pany’s situation, the distribution manager can then 
choose among three alternative courses of action: 


1) building and operating company warehouses, 

2) leasing warehouse building or space and op- 
erating them, 

3) contracting with public warehousing firms. 


The use of public warehouses, while not always 
acceptable or economical, offers the following ad- 
vantages over the other two alternatives: 


a) often cheaper, 

b) a single concern now often provides national 
coverage, 

c) reduces shipping expenses and eliminates l.c.l. 
and L.t.l. expenditures, 

d) pays for only space and labor used, 

e) provides cash through discounting of ware- 
house receipts, 

f) shifts the need for warehouse management, 

g) relieves factory congestion. 


$2.2 Supermarket “Super” Seller. Chemical Week, 
June 15, 1957, pp. 41-42. [W.c.] 

A type of wholesaler gaining in prominence is 

the rack jobber. Currently handling $350 million 


worth, or 42 per cent of health and beauty spe- 
cialties in food stores, they are expected to increase 
their share of this business to $650 million, or 50 
per cent of the food store total by 1960. 

Rack jobbers came on the retail scene about 
twenty years ago, only had 20 per cent of their 
present volume ten years ago. They started prob- 
ably to grow fast in food stores in World War II 
when lack of food items encouraged display and 
sale of non-food items. With food dealers making 
twice the profit margin that they do on food items, 
their popularity grew. 

Rack jobbers set up displays on alloted shelves, 
set prices, warehouse and deliver goods, take back 
unsold goods, maintain shelves and displays, and 
service cooperative advertising. 

The store owner gets 25 to 30 per cent of sales, 
the rack jobber 10 per cent, the manufacturer 65 
to 70 per cent. 


33. UNCLASSIFIED 


33.1 Doctor’s Dissertations in the Marketing Field 
Completed at the Following Universities and 
Colleges, June 1955-September 1956. [R.H.c.] 


CHICAGO, UNIVERSITY OF 


Davis, Kenneth R.; Marketing of Wood Household 
Furniture Manufacturers: A Critical Evaluation; 
June 1955- 

Tull, Donald S.; An Examination of the Hypothesis 
that Advertising Has a Lagged Effect on Sales; 
October 1956. 


FLORIDA, UNIVERSITY OF 


Brown, Ernest E.; An Appraisal of and Recom- 
mendations for Increasing the Degree of Com- 
petition in Florida’s Dairy Industry; June 1956. 

Spurlock, Hooper C.; An Economic Analysis of 
Mechanical Harvesting and Handling of Early 
Irish Potatoes in the Southeast; August 1956. 


HARVARD UNIVERSITY 


Cherington, P. W.; Airline Price Policy: A Study 
of Domestic Airline Passenger Fares; June 1956. 

Feist, H. N.; The Problems and Limitations of 
Brand Name Promotion of Woolen and Worsted 
Apparel Fabrics; June 1956. 

Leighton, D. S. R.; Merchandising and Promotional 
Policies of Discount Houses; June 1956. 

Pessemier, E. A.; Grocery Merchandising in Large 
Supermarket Chains; June 1956. 

Steele, Jack D.; A Study of Some of the Effects of 
Air Freight on the Cost of Physical Distribution 
of Selected Manufacturing Companies; June 1956. 

Thain, Donald H.; Manufacturers Industrial Trade 
Shows; June 1955. 


ILLINOIS, UNIVERSITY OF 


Abdou, Aly A. M.; The Trucking of Agricultural 
Products to Market; October 1956. 
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Fitzgerald, William L.; Decision Making in Packer 
Procurement of Hogs; August 1956. 

Humphrey, Melvin J.; Development in Furniture 
Retailing; October 1955. 

Kelly, Ross A.; Vegetable Canning Industry in II- 
linois; July 1955. 

Rosenzweig, James E.; Long Range Forecasting of 
the Demand for Aluminum; October 1956. 

St. Clair, James S.; Some Quality Aspects of Mar- 
keting Arizona Cotton with Special Reference to 
Grading Standards and Practices; May 1956. 

Wells, Chester M. Jr.; Factors in the Market for 
Soybean Oil Meal in the United States; June 
1956. 


INDIANA UNIVERSITY 


Crites, Dennis M.; Study of the Wholesaling Mar- 
ket of Oklahoma and Surrounding States; June 
1956. 

Ehlers, Carrol W.; Survey in the Field of Consumer 
Credit in Indiana; June 1956. 

Hewitt, Charles M.; The Legal and Business As- 
pects of Automobile Dealer Franchise Agree- 
ments; September 1955. 

Kendall, Leon T.; Criticisms of the Chicago Board 
of Trade, 1948-1952; June 1956. 

Mertes, John E.; The Impact of Product and 
Package Design Upon the Marketing Aspects of 
Business; June 1956. 

Saunders, Charles B.; Promotional Methods Now 
Used by Various Financial Institutions to Secure 
Equitable Capital; June 1956. 

Vredenburg, Harvey L.; Trading Stamps; June 
1956. 


IOWA, STATE UNIVERSITY OF 


Ames, Robert P.; Random Sampling Used in Ad- 
vertising Sales Testing; August 1956. 

Etcheson, Warren W.; Relationship of Changing 
Factor Prices to Marketing Adjustments in the 
Retail Food Industry with Special Reference to 
Safeway Stores, Inc.; February 1956. 

Stevens, James R.; The Impact of Marketing Re- 
search upon Manufacturers’ Consumer Goods 
Advertising—a Survey of Selected Manufacturers, 
Marketing Research Agencies, Advertising Agen- 
cies and Media Firms; February 1956. 


IOWA STATE COLLEGE 


Kelley, Paul; Resource Returns and Productivity 
Coefficients for the Kansas Cooperative Grain 
Elevator Industry; June 1956. 

Maki, Wilbur R.; Financial Organization in Farmer 
Cooperatives; August 1956. 


MICHIGAN, UNIVERSITY OF 

Elgass, George A.; The Relationship of Conglom- 
erate Product Diversification to Competition; 
1956. 


NEW YORK UNIVERSITY 


Cross, Gordon B.; Customer Satisfaction in Navy 
Exchanges; June 1956. 

Dodge, Robert E.; An Analysis of Certain Charac- 
teristics of the Market of Persons Sixty-Five Years 
of Age and Over Together with a Consideration 
of Merchants’ Attitudes Toward that Market in 
Portland, Oregon; June 1956. 

Ellsworth, Theodore D.; Research Management in 
Large Retail Firms; October 1955. 

Goldwag, Elliott M.; A Survey of Current Company 
Practices in the Use of Psychological Tests for 
the Selection of Salesmen; October 1955. 

Hoffman, Paul M.; Brand Names and Trade-Marks 
in the St. Louis Area of the Show Industry; June 
1956. 

Krusa, Hans E.; What Can Be Done to Improve 
Communication in Large Retail Organizations?; 
October 1955. 

Millar, Frank L.; 
June 1956. 

Peterson, Edward H.; Measuring Potentials and 
Laying Out Territories in Marketing Industrial 
Goods; June 1956. 

Smith, Paul E.; A Program of Analysis for the 
Planning of a Department Store Branch in a 
Shopping Center; June 1956. 

Taylor, Weldon J.; A Critical Analysis of a Stand- 
ard for Creating Scientific Objectives in the Study 
of Marketing and the Application of such Stand- 
ard to Contemporary Marketing Literature; Oc- 
tober 1955.- 


The Senior Customer Market; 


NORTH CAROLINA STATE COLLEGE 


Seale, Arthur D. Jr.; An Economic Analysis of the 
Vegetable Pricing Process in Southeastern North 
Carolina; 1955. 


NORTHWESTERN UNIVERSITY 


Myers, Kenneth H.; Marketing Policy Determina- 
tion of a Major Firm in a Capital Goods Indus- 
try; August 1955. 

Alton, Aaron J.; Formation of Prices by Whole- 
salers in Specified Lines of Business; 1956. 

Lazer, William; An Analysis and Evaluation of the 
Marketing of Textile Clothing by Western Ca- 
nadian Manufacturers; Spring 1956. 

Shaw, Roy T.; An Evaluation of Certain Factors 
Affecting Policies and Procedures of Selected Re- 
tail Credit Bureaus; 1955. 

Sheehan, James G.; Credit Insurance from the 
Policyhoider’s Point of View; 1956. 


PENNSYLVANIA, UNIVERSITY OF 


Bell, Martin L.; The Cooperative Department 
Store—An Economic Analysis of the Attempt to 
Establish a Chain of Cooperative Department 
Stores as Visualized by Edward A. Filene; June 
1956. 

Cox, Robert G.; Development and Evaluation of 
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Measuring Net Income in Independent Retail 
Drug Stores at ti: Department and Commodity 
Group Levels; June 1956. 

Fisk, George; Consumer Information Channels; 
February 1956. 

Sapienza, Samuel; The Western Hemisphere Trade 
Corporation Act and Its Implementation; June 
1956. 


PENNSYLVANIA STATE UNIVERSITY, THE 


Babb, Emerson M.; Use of Economic Engineering 
Techniques in Reducing Distribution Costs 
Among Small Fluid Milk Dealers; September 
1956. 


33.2 Urbanism, Anonymity and Status Symbolism. 
W. H. Form and G. P. Stone, The American 
Journal of Sociology, March 1957, p. 504. 
[R.J-H.] 


Status symbols are important in urban sociology 
because, as many social contacts in the city are 
segmental and anonymous, symbols of status are 
necessary for stranger and passing acquaintances 
to place and appraise one another. This study at- 
tempts to examine variations in the symbolism 
employed by persons of different socioeconomic 
levels when asked to bestow status and observe the 
status of anonymous others. The findings will be 
of interest to the thoughtful marketer. 


33.3 Women’s Place in Work Force. Business Week, 
March 16, 1957, p. 160. [R.J.H.] 


In March the National Manpower Council, a 
private nonpartisan group established by a Ford 
Foundation grant at Columbia University, made 
available to the President of the U. S. its report of 
a two-year study of women as a manpower re- 
source. Among the findings of the Council, the 
following are of considerable interest: 


1) During any month, one-third of all women 
14 or older are in the labor force; over two- 
fifths—some 28 million—work during the 
course of a year. 

2) An average girl in school today will hold a 
paying job outside the home for about 25 
years. 

3) Working women account for one-fifth of the 
country’s total wages and salaries—or over $42 


billion—and for more than one-fourth of the 
total man-hours worked. 

4) Of all women now working, 60% are married 
and one-half are over 40. 

5) Out of every ten married women, three are 
working. Two out of five mothers with school 
children work. 

6) Women middle-aged and over have come into 
the labor force in greater numbers than any 
other single group since 1950. 

7) Over one-third of the working women are 
employed in secretarial, clerical and sales oc- 
cupations which jobs have come to be con- 
sidered “women’s work.” 


The career girl, the girl who plans to make a 
life’s work out of her job, has practically disap- 
peared. This means that young girls seeking short- 
term jobs want regular hours, little overtime, and 
other conditions that will enable them to lead a 
normal social life. 


33.4 Dynamite that Paperwork Iceberg! Aruthur 
Barcan and Leonard Stateman, Credit and 
Financial Management, April, 1957, pp. 18-21. 
[w.L.] 


A large proportion of the money expended for 
the production, processing, and disposal of paper- 
work is either unnecessarily or inefficiently spent. 
Analysis and systematic revision can lead to the 
elimination of expensive and time consuming prac- 
tices, the disposal of unnecessary paperwork, and 
the facilitation of the maintenance of necessary 
records. 

Protection of important records against destruc- 
tion is often undertaken on a haphazard basis. By 
carefully assessing the need for protection and the 
most economical method for so doing, costly over- 
head may be reduced significantly. 


33.5 Interview Techniques. C. B. Harrison, Credit 
and Financial Management, May, 1957, pp. 
8-10. [W.L.] 


Preparation for interviews with credit customers 
is of prime importance. Several suggestions as to 
the type and intensity of such preparations, plus 
hints as to the conduct of the interview, are pre- 
sented in this article. Confidence and forthrightness 
are of special importance for the procurement of 
necessary information. 
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The most important recent developments in the 
legal framework within which marketing must .unc- 
tion are reported and analyzed under the topical out- 
line presented below. Not all headings in the outline 
may be represented in each issue since it is the gen- 
eral policy of this section not to devote attention to 
the following kinds of developments: (1) new laws or 
cases involving legal technicalities in which neither 
marketing practitioners, teachers, nor researchers 
are likely to have interest; (2) new cases which consti- 
tute more or less routine reaffirmation of well-estab- 
ished rulings; and (3) decisions handed down by in- 
ferior courts which are likely to be reviewed by 
higher courts or which deal with trivial problems. 

More detailed information about individual items 
may be obtained by direct reference to the sources 
cited for each case. These include the standard legal 
reporting services, the law journals, and such special 
facilities as United States Law Week and Commerce 
Clearing House Trade Regulation Reporter, Current 
Decisions (abbreviated hereinafter simply as CCH). 

Readers who have comments or suggestions re- 
specting this section are urged to send them to the 
Editor. 


TOPICAL OUTLINE OF CASE 
SUBJECT MATTER 


IL REGULATION OF MONOPOLISTIC 
METHODS 
A. Market Control 
B. Collusive Practices 
C. Market Exclusion Tactics 


. REGULATION OF PRODUCT CHAR- 
ACTERISTICS 
A. Product Standards 
B. Product Quality 
C. Packaging and Conditions of Sale 
. REGULATION OF PRICE COMPETI- 
TION 
A. Price Discrimination 
B. Resale Price Maintenance 


C. Price Control (Minimum and Maximum) 
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IV. REGULATION OF CHANNELS OF DIS- 
TRIBUTION 
A. Operating Features of Marketing Insti- 
tutions 
B. Relations Between Buyers and Sellers: 
Exclusive Dealing Arrangements, etc. 


- REGULATION OF UNFAIR COMPETI- 
TION 
A. Advertising 
B. Nonadvertising Promotional Methods 
C. Trade-Marks and Trade Names 


I. REGULATION OF MONOPOLISTIC 
METHODS 


A. Market Control 


1, Federal Trade Commission v. W. W. Tuttle, 
CCH 4 68,669 (CCA 2, April 1957). [K.J.c.] 


The Federal Trade Commission has the power to 
require the production of documents by subpoena 
in actions brought under section 7 and other sec- 
tions of the Clayton Act and may serve such sub- 
poenas not only on the corporations against which 
the actions are directed but on others as well. That 
is the substance of this decision by a Circuit Court 
of Appeals in a case involving the merger of A. G. 
Spalding & Bros. and another manufacturer of 
sporting goods. 

There seems to have been little doubt concerning 
the power of the Commission to issue subpoenas in 
Clayton Act prosecutions and this issue was a sec- 
ondary one. It arose only because the subpoenaing 
power of the Commission is derived from the Fed- 
eral Trade Commission Act and there is no men- 
tion of it in the Clayton Act. The Court concluded 
that it was the explicit intention of Congress to 
have the Commission take part in enforcing the 
Clayton Act, and having already given the Com- 
mission power to issue subpoenas in the Federal 
Trade Commission Act Congress felt it to be un- 
necessary to restate that power in the Clayton Act. 

The major issue in this case concerned the right 
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of the Commission to require the production of 
documents by serving subpoenas on parties not 
directly involved in the prosecution—in this case 
on an accounting firm that compiled statistical 
material for the sporting goods industry. Although 
the Commission has been in existence for over 
forty years and has been accustomed to employ its 
subpoena powers in this way, it has only been in 
the last two years that its right has been challenged. 

Section g of the Federal Trade Commission Act, 
which contains the subpoenaing power, seems to 
limit it to “any corporation being investigated or 
proceeded against” and the lower court had so 
found. However, the Circuit Court of Appeals 
reached the decision that subpoenas could also be 
served on third parties. This decision was reached 
after a detailed examination of the legislative his- 
tory of the Federal Trade Commission and Clayton 
Acts. The Court also felt that only such an inter- 
pretation would enable the Commission to ac- 
complish its purpose and avoid upsetting a long- 
standing administrative practice. 

In a dissenting opinion impressive in its logic, 
Judge Medina relegated the entire dispute to the 
status of a tempest in a teapot. He objected to 
the majority's effort to change the clear wording 
of the Federal Trade Commission Act on the basis 
of its dubious interpretation of the Act's legisla- 
tive history. Moreover, such a change in wording 
need not be made to enable the Commission to 
operate effectively and subpoena the production of 
the documents held by the accounting firm. The 
Act gives the Commission power to serve subpoenas 
on corporations “being investigated or proceeded 
against,” and a corporation may be investigated 
with propriety with no intention of bringing legal 
action against it. Thus third parties not directly 
defendants in a legal action may be reached by the 
Commission’s broad powers of investigation. 


2. Consolidated Packaging Machinery Corpora- 
tion v. Richard J. Kelly, CCH 4 68,729 (D.C. N. 
Ill., April, 1957). [K.J-c.] 


It has long been held that a patent owner has a 
right to license the manufacture and sale of his 
patented device with certain strings attached, such 
as the stipulation of the prices that are to be 
cnarged. However, this right has been narrowed 
by court decisions in the past decade, as was ex- 
plained in reporting Newburgh Moire Co. v. Su- 
perior Moire Co. in the April, 1957 issue of the 
JOURNAL OF MARKETING (at p. 478). 

In Consolidated Packaging Machinery Corp. v. 
Kelly, a District Court found illegal a patent li- 
censing agreement because it not only fixed the sale 
prices to be charged for machines manufactured 
under the licensor’s patents but for machines man- 
ufactured under competing patents (not owned by 
the licensor) as well. According to the Court, such 
a provision constituted price-fixing without patent 
authorization. 


B. Collusive Practices 


Packard Motor Car Company et al. v. The 
Webster Motor Car Company, 243 F.2d 418 (CCA 
D. C., April, 1957). [K.J.c.] 

In 1956 this JOURNAL reported two court deci- 
sions concerning relations between automobile 
manufacturers and their dealers that were in di- 
rect conflict with each other. The April issue re- 
ported the decision of the District Court of the 
District of Columbia in The Webster Motor Car 
Company v. Packard Motor Car Company finding 
that Packard had violated the Sherman Act in 
cancelling the franchises of two Baltimore dealers 
at the request of a third. The July issue reported 
the decision of the District Court of Maryland in 
Schwing Motor Company, Inc. v. Hudson Sales 
Corporation finding that Hudson had not violated 
the law in doing practically the same thing. 

In the Packard case, the Court had held that al- 
though the Company had an undoubted right to 
choose its customers and to fail to renew a 
dealer’s contract, that right had to be exercised 
free from compulsion and agreement with others. 
The fact that the contracts of two dealers were 
not renewed at the request of a third was the 
source of the illegality, making the action a con- 
spiracy in restraint of trade. The Court in the 
Hudson case, on the other hand, felt the above 
reasoning to be unrealistic since a decision to re- 
duce the number of dealers in a city could not be 
made in a vacuum but only after first discussing 
the matter with the dealer to be retained. An 
agreement not to renew the contracts of dealers 
would be in illegal restraint of trade only if it 
were horizontal (between Hudson and another 
manufacturer) or if the manufacturer enjoyed a 
dominant position in the sale of cars. 

The Packard decision was appealed and the Cir- 
cuit Court of Appeals has now reversed the lower 
court, following instead the principle of the Hud- 
son decision. According to the Court, monopoliza- 
tion is not involved, for the cellophane decision 
(United States v. du Pont & Co., 351 U.S. 377—de- 
cided since the lower court’s decision) clearly shows 
that the relevant market is not a particular make 
of automobile but automobiles in general. Like- 
wise, there is no unreasonable restraint of trade, 
for exclusive dealerships have invariably been up- 
held where effective competition exists at both the 
seller’s and the buyer’s level. Packard, engaged in 
a bitter competitive battle with larger manufac- 
turers, was merely trying to retain its largest Balti- 
more dealer by cancelling the contracts of the 
others. To penalize it for this effort “not only 
fails to promote the policy of the antitrust laws 
but defeats it.” 


C. Market Exclusion Tactics 
United States v. E. 1. du Pont de \\«mours and 
Company et al., 77 S. Ct. 872 (June, 1457). [K.J.c.] 
In 1949 the Government brought suit against 
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E. I. du Pont charging that it had violated the 
antitrust laws by using its control of 23 per cent 
of General Motors stock to capture the largest part 
of the latter’s purchases of automotive finishes and 
fabrics, and in December, 1954 the District Court 
of Northern Illinois rejected the Government's 
charge. (126 F. Supp. 235.) In reporting the deci- 
sion, this JouRNAL in April, 1955, described it as a 
simple one since the Court's conclusion was reached 
merely because the judge felt that the evidence 
did not establish the fact that du Pont had dictated 
the purchasing policies of General Motors. But it 
was also pointed out that the facts did not lend 
themselves solely to a single interpretation and 
that the Court sometimes seemed a bit naive, as 
in its seeming assumption that du Pont’s control, if 
exercised, would have to manifest itself in instances 
when General Motors’ management was coerced 
into acting against the Corporation’s best interests. 

On June 3, 1957, the Supreme Court by a four 
to two vote reversed the District Court and found 
for the Government. The case has been returned 
to the District Court which is to work out the 
remedy for the illegal situation. 

The evidence which had led the lower court to 
decide that the stock control had given du Pont 
no unfair advantage in the race for General Mo- 
tors’ business, led the Supreme Court to the op- 
posite conclusion. In the words of Mr. Justice 
Brennan: “We agree with the trial court that con- 
siderations of price, quality and service were not 
overlooked by either du Pont or General Motors. 
..- But the wisdom of this business judgment 
cannot obscure the fact, plainly revealed by the 
record, that du Pont purposely employed its stock 
to pry open the General Motors market to entrench 
itself as the primary supplier of General Motors’ 
requirements for automotive finishes and fabrics.” 
Although it is not surprising that the facts ap- 
peared to the majority of the Supreme Court to 
lead to such a conclusion, it is surprising that the 
Supreme Court would reverse the lower court, for 
as the dissenting justices (Burton and Frankfurter) 
were careful to point out, the guiding rule for ap- 
pellate courts is that findings of fact by the trial 
court are not to be set aside unless clearly er- 
roneous. 

The most unusual part of the Supreme Court's 
decision is not its reappraisal of the facts but its 
application of the law to them. The Government's 
case was based almost entirely upon the complaint 
that sections 1 and 2 of the Sherman Act had been 
violated. Only at the end of its brief and for a 
few minutes in the oral presentation of its case 
was the charge added that section 7 of the Clayton 
Act had been violated as well—the section, prior 
to its amendment in 1950, which made stock ac- 
quisitions illegal under certain circumstances. Yet 
in its decision, the Supreme Court gave exclusive 
attention to the Clayton Act and the Sherman Act 
is hardly mentioned at all. 

In applying section 7 (before its 1950 amend- 


ment) of the Clayton Act to the facts, the Supreme 
Court in effect rewrote the law in two respects— 
first, section 7 was applied to vertical combinations 
for the first time and, second, it was held that the 
Act was violated not only if there had been a rea- 
sonable probability that the stock acquisition 
would restrain commerce at the time the stock was 
acquired but if such a probability arose at any 
time subsequently. 

In holding that section 7 made illegal vertical 
as well as horizontal combinations by the stock 
acquisition route, the Court ignored some forty 
years of legal precedents and administrative pro- 
cedure. Even the Federal Trade Commission had 
maintained that this section was applicable only 
when the acquiring and acquired corporations were 
competitors (horizontal combination) and not when 
they stood in the relation to each other of supplier 
and customer (vertical combination). This belief 
that section 7 was inapplicable to vertical combi- 
nations had been one of the major motives for the 
passage of the Celler amendment in 1950, another 
reason being to extend the ban to the acquisition 
of assets as well as stock. 

Turning to the second innovation, the Court 
freely admitted that former section 7 cases had 
been brought near the time the stock had been ac- 
quired. In this case, on the other hand, du Pont 
had acquired General Motors stock in 1917-19 
whereas the Government had not brought suit un- 
til 1949. A conviction in such a tardy suit could 
still have been reconciled with the traditional in- 
terpretation of the section had the Court based 
its decision on the finding that there had been a 
reasonable probability that the acquisition would 
lead to a restraint of commerce at the time the 
acquisition had been made. According to the Court, 
however, such a finding was unnecessary, for the 
Clayton Act made the holding of stock illegal 
whenever such a probability of restraint of com- 
merce arose. Thus an acquisition that might have 
been legal when made could result in an illegal 
situation subsequently. It is probably this implica- 
tion of the decision that is the chief worry of some 
elements of the business community. 

The Supreme Court’s decision brought a dis- 
senting opinion twice as long as the majority's 
and differing with it on almost every point. Ac- 
cording to the dissenters, the majority had disre- 
garded “the language and purpose of the statute, 
40 years of administrative practice, and all the 
precedents except one District Court decision.” 
Some forty years after the passage of the Clayton 
Act, it suddenly appears “that section 7 has been 
a sleeping giant all along. Every corporation which 
has acquired a stock interest in another corpora- 
tion after the enactment of the Clayton Act in 
1914, and which has had business dealings with 
that corporation is exposed, retroactively, to the 
bite of the newly discovered teeth of section 7.” 

The Supreme Court’s du Pont decision has been 
heralded on all sides as an event of great impor- 
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tance. However, experience with past decisions 
makes one cautious about placing too much weight 
on a single decision in the slippery field of anti- 
trust. One cannot fail to remember the shout that 
arose from the sidelines when, in 1946, the Su- 
preme Court ruled that size alone, without anti- 
social behavior, could bring a corporation afoul 
the antitrust laws (American Tobacco Co. v. U. S., 
328 U. S. 781). Yet it would be difficult indeed to 
find the clear stamp of this decision on the years 
that followed. Likewise, it was only a year ago in 
another decision involving du Pont described by 
Mr. Chief Justice Warren as virtually emasculating 
the Sherman Act that the Court ruled that the 
relevant market for the sale of cellophane was the 
entire field of flexible wraps, including not only 
cellophane but glassine, foils and waxed paper. 
Yet one year later, in the case here reported, the 
same court ruled that the relevant market for the 
sale of du Pont’s enamel finishes is not the total 
industrial market for them but only the automo- 
tive market which constitutes but a fraction of 
the former. 

In appraising the significance of the du Pont- 
General Motors decision, one must keep in mind 
several facts in connection with it. In the first 
place, the decision was made not by a majority of 
the Court but by only four members. In the sec- 
ond place, it had to do with the relations between 
the giant of the chemical industry and a corpora- 
tion that in some years stands as the largest in- 
dustrial corporation in the nation with respect to 
sales. Thus future cases may be distinguished from 
this one on the basis of size alone. 

Probably the most significant feature of this de- 
cision is the indication it gives of the attitude to- 
ward big business of four members of the Court—a 
group that apparently is ready to reach unexpected 
and unpopular decisions where our business giants 
are concerned. As Business Week pointed out (June 
8, 1957, P- 41), it is not impossible that the uncer- 
tainty thus created may bring to an end the re- 
cent period of corporate mergers. 


Ill. REGULATION OF PRICE COMPETITION 
B. Resale Price Maintenance 


1. Bissell Carpet Sweeper Co. v. Shane Co., 
Inc., CCH 468,717 (Indiana Supreme Ct., May, 
1957). [W.F.B.] 

By its decision in this action the Supreme Court 
of Indiana adds this state to the list of those in 
which the non-signer clause (at least) of the state 
resale price maintenance law is invalid. The ma- 
jority opinion bases the decision upon its conclu- 
sion that the act unlawfully delegates legislative 
price fixing authority to private persons. In a spe- 
cial concurring opinion three members of the court 
agree that the law is invalid, but express concern 
over the implication that the legislature possessed 


such price fixing authority over all branded prod- 
ucts in the first place. Finally, a single member of 
the court dissents entirely, believing that the law 
should be upheld as constitutional. 

The decision is neither remarkable nor entirely 
unexpected. It is founded on a frequently voiced 
objection to the “fair trade” acts, though not one 
often employed to invalidate the measures in the 
past few years. A more commonly employed reason 
was used, for example, by a lower Indiana Court 
in Bargain Barn, Inc. v. Arvin Industries, Inc. (re- 
ported in this section at page 197 in the issue for 
October 1955). There it declared that the Indiana 
“fair trade” law constituted a violation of the 
state’s constitutional guarantees of individual free- 
dom. In taking the same position (though on dif- 
ferent grounds) as the lower court respecting un- 
constitutionality of the act the Indiana ‘Supreme 
Court reinforces a pattern apparent in high court 
decisions on this topic in recent years. Almost 
without exception a decision by one of a state’s 
lower courts respecting constitutionality of these 
laws has been an accurate indication of the view- 
point that will be taken by the supreme court of 
the state when the issue reaches it upon appeal. 


2. General Electric Co. v. Wender, CCH 
q 68,718 (D.C. S.W.Va., May, 1957). [W.F.B.] 


By this decision West Virginia apparently joins 
the so-called “free trade” states, at least for the 
present. This qualification regarding time is neces- 
sary because the United States District Court here 
involved finds that the state’s resale price main- 
tenance law is invalid only because of a technicality 
—one that might be remedied by a legislative 
amendment to the statute. The problem presented 
in the case occurs because the constitution of West 
Virginia, like that of many other states, requires 
that the title of an act disclose fully the subject of 
the law. The title of the “fair trade” act refers to 
the maintaining of prices by “voluntary contract” 
and does not say anything about the possibility of 
its application to non-signers, though of course 
the body of the measure contains detailed specifica- 
tions concerning this matter. The question then 
arises—Does the title adequately disclose the con- 
tents of the law? After reviewing the very few de- 
cisions dealing with this problem in this context 
in other states the court concludes that the con- 
stitutional requirement has not been met; hence 
the law is invalid until this defect can be cor- 
rected (or unless and until this decision is reversed 
upon appeal). 


3. General Electric Co. v. Masters Mail Order 
Company of Washington, D. C., CCH 4 68,715 
(CCA 2, May, 1957). [W.F.B.] 

As the list of states in which “fair trade” is at 
least partially invalid lengthens, the difficulties 
facing fair traders increases, even in those jurisdic- 
tions (such as New York, California, Illinois, and 
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Pennsylvania) which are apparently firmly com- 
mitted to upholding the practice. Among the most 
important of these difficulties is the possibility that 
firms located in “free trade” areas may advertise 
and sell by mail at cut prices to customers located 
in “fair trade” jurisdictions. The legality of such a 
practice has not been entirely clear. Many of the 
proponents of the McGuire Act (which was enacted 
chiefly to restore vigor to the non-signer clause in 
interstate commerce after its invalidation by the 
first Schwegmann decision) claimed that the law 
would also prevent price cutting in interstate com- 
merce of the sort just described. On the other 
hand, some adherents of “fair trade,” including 
Representative Patman, one of the important spon- 
sors of the bill, expressly denied that the measure 
would so control interstate selling. Thus far the 
matter has not reached the United States Supreme 
Court, but in the action reported here the Second 
Circuit Court of Appeals agrees with that of the 
Fourth Circuit (whose opinion in an action of the 
Bissell Carpet Sweeper Company against this same 
defendant was noted in the July, 1957 issue of this 
section). It rules here that a seller in a “free trade” 
state may sell (and advertise) to buyers in “fair 
trade” states. In reversing the earlier district court 
decision (see page 367 in the January, 1957 issue of 
the JOURNAL) the court emphasized that in its opin- 
ion title to the goods sold passed to the New York 
buyer in Washington, D. C., and that under such 
circumstances the laws of New York could not 
reach out to control commerce taking place in an- 
other sovereign jurisdiction. 


4. Seagram-Distillers Corp. v. New Cut Rate 
Liquors, Inc., CCH 468,719 (CCA 7, May, 1957). 
(w.F.B.] 


One aspect of the way in which courts have 
treated the legality of resale price maintenance 
laws often has been most irritating to opponents 
of the practice. This has been the more or less 
blind judicial acceptance of the “goodwill theory” 
upon which the whole legal fabric of “fair trade” 
has been constructed. It is accepted generally with- 
out question that if the price of a particular brand 
of a product is cut the goodwill of that brand is 
necessarily injured. Admittedly this may happen in 
some instances, though the lengthy list of firms 
which do not fair trade their brands and whose 
products have remained leaders in their fields in 
spite of years of price cutting engenders some 
doubts. Heretofore, however, a brand owner who 
has established minimum prices for his products 
has not been required to present evidence that his 
brand has suffered or is likely to suffer specific 
damage from price cutting. In these cases here 
reported the courts for the first time have refused 
to issue injunctions to prevent price cutting be- 
cause of the failure of the plaintiffs to give specific 
evidence showing measured damages from price 
cutting. 


The Seagram action has been a long-drawn-out 
one. The district court first issued a preliminary 
injunction in July 1954, which was affirmed upon 
appeal by the Seventh Circuit Court of Appeals 
(221 F. 2d 815) and thereafter certiorari was denied 
by the Supreme Court (350 U. S. 828). Then in 
December 1955 the district court granted a per- 
manent injunction which the same circuit court 
here refuses to affirm. The basis for refusal is 
actually a technical one. Earlier the jurisdiction of 
the federal courts in the action had been conceded. 
Now, however, it is contended that the require- 
ments for federal jurisdiction—diversity of citizen- 
ship and a matter of interest amounting to at 
least $3,000—have not been met. The court supports 
this contention, noting that the only evidence that 
at all related to the amount involved was a state- 
ment to the effect that the plaintiff had spent 
$3,000,000 in advertising in the last two or three 
years. But the court points out that this is not a 
measure of the damage from price cutting; to the 
contrary, it reminds the plaintiff that one of its 
witnesses, a lawyer, had stated that the company 
knew a price break injured it “because we can 
measure it.” But no facts of this kind were pre- 
sented nor was there any indication of how the 
measuring was done. In the absence of such specific 
evidence the court concluded that the federal courts 
could not assume jurisdiction. 

In the California Oil Company proceeding the 
district court involved also agrees with the de- 
fendant’s contention that a preliminary injunction 
should not issue for reasons similar to those given 
above. It charges that the plaintiff has failed to 
show that the amount in controversy exceeds 
$3,000, thus lacking the requirement necessary to 
justify the issuance of the injunction, and further, 
that the plaintiff has not shown that he is likely to 
suffer irreparable injury. 

If this type of defense is upheld and widely 
emulated, it is certain that a new era in “fair trade” 
legal actions will dawn. In the past, the courts have 
been willing to accept the fiction that the amount 
spent on advertising by a brand owner was an 
acceptable indicator of the damage that might be 
done to the goodwill of the brand as a result of 
price cutting. A shift in court views to the position 
taken in the above actions will require fair traders 
to look at their good will problems objectively, to 
measure potential damage reasonably well, and, in 
general, to place resale prices maintenance on a 
sounder basis from both the social and legal points 
of view. 


5. Also noted: 


a. United States v. Memphis Retail Appliance 
Dealers Assn., CCH § 68,704 (D. C. W. Tenn., April 
1957) is an antitrust consent decree prohibiting 
members of an association from agreeing among 
themselves to observe established or suggested re- 
sale prices, to set uniform trade-in allowances, or 
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to boycott other firms who refuse to observe such 
practices. 

b. In Esso Standard Oil Co. v. Secatore’s, Inc., 
CCH 4 68,695 (CCA 1, May 1957), the appellate 
court upholds the decision of the district court, re- 
ported at page 485 in the April issue of this section, 
ruling that Standard could not require the de- 
fendant to observe its established fair trade prices 
because they both competed for a _ substantial 
volume of fleet gasoline sales accounts. 

c. Reversing the lower court’s decision in this 
action, reported at page 366 of the -January, 1957 
issue of this section, the court’s opinion in Sun- 
beam Corp. v. Richardson, 243 F. 2d 501 (CCA 6, 
April, 1957), simply reviews the leading federal 
court cases since passage of the McGuire Act and 
notes that the Kentucky fair trade law is now under 
review in the state’s courts and that therefore a 
federal court ruling on the validity of the law 
under the state constitution must be postponed 
until the state courts have spoken. 


V. REGULATION OF UNFAIR COMPETITION 
A. Advertising 


1. DeGorter v. Federal Trade Commission, 
244 F.2d 270 (CCA 9g, April, 1957). [w-F.B.] 


It is generally taken for granted that most con- 
sumer’s goods are sold at retail on a one price basis, 
that is, all customers who come into a particular 
store to buy a certain item pay the same price for it. 
(Allowable variations may be made for different 
times, for example, sales and clearances, for 
quantity buying prices, and for certain classes of 
buyers, for example, employees, etc.) It is recognized, 
of course, that in some retail fields there are de- 
partures from the one price policy, notably in those 
fields in which trade-in allowances are common. 
That other retail fields likewise may depart from a 
one price policy is suggested by the facts in this 
action. DeGorter, trading as Pelta Furs, operates a 
fairly sizable fur establishment in the Los Angeles 
downtown shopping district. In pricing merchandise 
it was his usual practice to place upon the ticket 
a somewhat arbitrary (and high) price. In addition, 
the price tag contained one or frequently two other 
lower prices in code. The salesman was instructed 
generally to quote the high nominal price first and 
then to “retreat” to the lower prices if necessary. 
The salesman’s commission varied, depending upon 
which of the prices he was able to obtain for the 
item. About 10 per cent of the sales were made at 
the top price. Often the lowest price was the one 
at which the item actually sold, though even this 
“reduced” price might afford a very adequate 
markup. For example, among the instances given 
the following is perhaps illustrative. A fur garment 
was purchased at $69.50, was priced at $249.00, and 
was coded at $198.00 and $159.00. It sold at the 
last-named figure, which yielded a markup of about 
56 per cent of selling price. 


In his advertising DeGorter typically attempted 
to create the impression that prices had been cut 
drastically, using such phrases as “complete stock 
on sales at half price,” “tremendous inventory, priced 
regardless of cost,” and “priced to sell below cost.” 
Most of the items so advertised had been priced as 
indicated above and the reductions were clearly 
deceptive. The court found that the Federal Trade 
Commission was unquestionably correct in issuing 
a cease and desist order prohibiting this kind of 
promotional program. The court pointed out that 
the labeling, advertising, and selling of fur products 
is specifically regulated by the Fur Products Label- 
ing Act (15 U.S.C. 69), enacted in 1951. The court 
brushed aside appellant's objections that the law 
dealt only with advertising of the product, not with 
the advertising of prices at which the product was 
sold. Equally short shrift was given the defense 
contention that the DeGorter approach to advertis- 
ing and pricing was commonplace in the industry. 
If this is true, the Commission no doubt will be 
obliged to intensify its activities under the Fur 
Products Labeling Act. 


2. Also noted: 


a. In a per curiam decision in Federal Trade 
Commission v. Sewell, 77 S.Ct. 1055 (May, 1957), 
the United States Supreme Court reversed the rul- 
ing of the Ninth Circuit Court of Appeals in this 
action (reported at page 486 of the April, 1957 issue 
of this section) and, by referring to the Algoma 
Lumber Company decision (291 U. S. 67), in effect 
takes it to task for not accepting the Commission's 
findings of fact and for reversing most of the Com- 
mission's order against Sewell’s advertising. 


B. Nonadvertising Promotional Methods 


1. Martin Corp. v. Federal Trade Commission, 
242 F. 2d 530 (CCA 7, April, 1957). [W.F.B.] 


Approximately twenty-five years ago the United 
States Supreme Court broadened appreciably the 
scope of the Federal Trade Commission’s authority 
by upholding its order requiring R. F. Keppel & 
Brothers to cease using a lottery device (a punch 
card) in the sale of merchandise. (Federal Trade 
Commission v. Keppel & Bro., 291 U. S. 304.) Since 
that time the Commission has issued dozens, if not 
hundreds, of orders against similar lottery schemes. 
In almost all cases the Commission's order, if ap- 
pealed to the courts, has been upheld. (Exceptions 
generally have concerned such technical matters as 
jurisdiction, etc.) In the decision here reported, 
however, the court sets aside the order of the Com- 
mission on the ground that the factual situation 
does not justify considering the defendant's practice 
a lottery. 

Martin’s promotional scheme was somewhat dif- 
ferent, although one wonders how real in practice 
this difference might be. The salesman was given a 
board which contained forty tabs, each of which 
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when pulled out revealed the name of an item of 
merchandise and the price at which it was sold. But 
the customer did not have to buy the item; in fact 
he could buy any of the forty items and as many 
of each as he wished—at the prices indicated on the 
tabs. From all this the court concluded that there 
was no element of chance—the customer neither 
lost anything nor gained anything by pulling the 
tab. This seems to be a logical conclusion. However, 
the distribution of sales of the company tended to 


parallel the distribution of items on the tabs—a fact 
which suggests that in actual use the customers 
were generally not informed that they were free to 
buy any item on the tabs at the listed prices. If the 
tab device, with its apparent element of chance, did 
not at all influence the customer to “take a chance” 
it seems unlikely that the seller would bother with 
the expense of the tab card in his sales efforts. Per- 
haps the Supreme Court will be given an opportu- 
nity to express an opinion on this question. 
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A CONCEPT OF AGRIBUSINESS, by 
John H. Davis and Ray A. Goldberg. 
(Boston: Graduate School of Business 
Administration, Harvard University, 
1957- Pp. 136. $6.00.) 


When the corn products tycoon, George 
M. Moffat, endowed the Harvard Gradu- 
ate School of Business with funds for re- 
search in agriculture and business, many 
wondered what might come of it. Both sur- 
prising to many and surprisingly useful in 
fact, is this first publication under the pro- 
gram, which has received supplementary fi- 
nancial support from other sources. 

To those of us who remember O. O. 
McIntyre’s picturesque descriptions of the 
big city as viewed by the country lad, this 
report is the most complete opposite that 


could be imagined. It might be character- 
ized as the city man’s view of agriculture in 
an industrialized economy, using a book 
instead of a column, and employing num- 
bers, tables, and charts instead of adjec- 
tives, metaphors, and similes to get the pic- 
ture across. 


As a result, integration, that much 
abused word in the civil-rights arena, bids 
fair to be replaced in the food and natural 
fibers area by the term “agribusiness.” The 
connotation attached to agribusiness fea- 
tures veritcal integration in an aggregative 
sense. Drs. Davis and Goldberg present an 
excellent case for a concept that brings 
farming, together with the farm-supply and 
the farm-products processing and distribut- 
ing industries, into focus as an integral 
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part of our economy. They contend that 
science and technology have so changed 
the character of agriculture, with so many 
functions formerly performed on farms 
now being performed by off-farm_busi- 
nesses, that so-called farm problems must 
now be viewed in a perspective of agribusi- 
ness, 

A chapter on the “Nature of Agribusi- 
ness” gives a wealth of meaningful data 
and one potent flow chart depicting the 
over-all magnitude, dimensions and impor- 
tance of the agribusiness universe. With 
ninety-three billion dollars spent by con- 
sumers for food and fiber items, agribusi- 
ness, in 1954 accounted for roughly 40 per 
cent of consumer expenditures. It possessed 
in excess of 50 per cent of the combined 
capital assets of manufacturing industries 
and agriculture. It employed 37 per cent of 
the labor force. It included 89 of the 500 
largest American corporations. 

In addition to giving comprehensive data 
on agribusiness as a major part of the econ- 
omy, this chapter analyzes its components, 
deriving their balance-sheet positions, an- 
nual operating results, output and income, 
and labor utilization and costs. Although 
the study uses 1954 statistics for the most 
part, it provides enough comparative data 
for other years, 1947 in particular, to sug- 
gest longer term trends and the direction of 
recent changes. The authors discuss reasons 
for the changes, and their bearing upon 
current agricultural problems and needs. 

“Agribusiness and Input-Output Eco- 
nomics,” Chapter III, draws on techniques 
developed by Wassily W. Leontief in his 
inter-industry theory to trace and measure 
the complex economic interrelationships 
within agribusiness during 1947. This 
chapter is an impressive example of the 
comprehension that can be gained through 
well-designed analyses of the contributions 
to and the requirements of the major com- 
ponents of agriculture in relation to the 
rest of the economy. Graphic presentations 
of the answers to be found in the detailed 
data are well done. Through the use of 


copious footnotes the authors do a consci- 
entious job of explaining, confirming and 
reconciling data, and the reader is thus 
made to comprehend fully the limitations 
as well as the merits of the information. 
Modest indications of opportunities for 
further improvement in data and analyses 
in no sense detract from the forward strides 
taken by the authors. 

Numerous data in Chapter III and in 
the extensive related appendices, with sub- 
stantial tables on the flow of goods and 
services within and between industries, 
could be applied to a vast range of prob- 
lems. Yet the material should be regarded 
as illustrative of potentialities for particu- 
lar types of analyses rather than as a com- 
pendium of facts for reference purposes, 
though there is enough to serve many ref- 
erence needs. Of still greater importance, 
the authors indicate what further data 
may be forthcoming. In this material, we 
begin to see the marvels of electronic com- 
putation. The insights this tool provides to 
competent economic analysts will compare 
favorably with those made available to 
medical diagnosticians by the X-ray. 

The rest of the book completes the pack- 
age enclosing the data. An introduction 
and Chapters I and IV provide a reasoned 
argument for the agribusiness concept, a 
brief description of how we arrived at a 
condition of agribusiness, and a series of 
suggestions as to how the concept might be 
applied to problems, especially in the for- 
mulation policy. 

Members of the Marketing Association 
will find the book much more attractive 
and useful as a source of new ideas and 
data for sizing-up agribusiness markets 
than for evaluating or evolving farm policy 
—matters that tend to concern the authors. 
It should be very helpful to teachers, text- 
book writers, and policy-makers in assess- 
ing the position of particular phases of ag- 
riculture in our economy. 


HARRY C. TRELOGAN 


Agricultural Marketing Service 
U. S. Department of Agriculture 
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PRINCIPLES OF MARKETING (Sixth 
Edition), by Theodore N. Beckman, 
Harold H. Maynard, and William R. 
Davidson. (New York: The Ronald 
Press Company, 1957. Pp. 798. $7.00.) 


According to the authors of this sixth 
edition of one of the widely accepted mar- 
keting texts, the objectives of it are to: pre- 
sent a picture of the development and 
status of the American marketing system; 
analyze critically the marketing tasks, func- 
tions, and institutions; examine the major 
policies underlying the activities of the in- 
stitutions, in light of their business, eco- 
nomic, and social implications; enable stu- 
dents to understand controversial questions 
arising out of the performance of market- 
ing functions so that they may make intel- 
ligent judgments; and provide the basic 
tools for advanced work, not only in mar- 
keting, but also in related fields. 

To accomplish these ends, changes in 
content and emphasis over previous edi- 
tions include: the introduction of new 
topics, such as institutional changes 
(planned shopping centers, discount houses, 
etc.), “value added” as a measure of the 
economic contribution of the marketing 
functions, and motivation research; greater 
stress on the dynamics of marketing; the re- 
working of the entire content to permit a 
realistic treatment of each phase of market- 
ing in a modern perspective, but without 
disturbing the general arrangement of pre- 
vious editions; the subordination of de- 
scriptive and factual material to the ana- 
lytical, stressing significant generalizations 
and probing into the “why’s”; and bring- 
ing up-to-date the statistical, legislative, 
and judicial references. 

The book is divided into seven parts en- 
titled: “Some Marketing Fundamentals”; 
“The Ultimate Consumer”; “Our Retail- 
ing System and Its Performance”; “Our 
Wholesaling System and Its Performance”; 
“Functional Analysis of Marketing”; “Some 
Important Marketing Policies”; and “‘Criti- 
cal Appraisal of Marketing and Its Gov- 
ernmental Context.” 

A rather short selected bibliography and 


two indexes, one of names and one of sub- 
jects, are included. A more detailed table 
of contents would be of aid to both the 
student and the teacher by making it pos- 
sible to see at a glance the coverage of each 
part and chapter. New questions and prob- 
lems have been added. Some of the latter 
are of the situation-problem or short case 
type. 

In the Preface, the authors state, “Al- 
though much new material has been added, 
the total content has been held to what can 
reasonably be taught in an undergraduate 
course.” Such a statement implies a great 
deal about marketing courses and the stu- 
dents in them, especially when short cases 
are provided along with an emphasis on 
“reasons why.” The attempt to put into the 
basic marketing course so much informa- 
tion and analysis, naturally, is not limited 
to this text, but it poses as a very real prob- 
lem for all teachers, particularly those 
teaching a single-quarter or semester course. 
One complication is the fact that students 
often need more of the descriptive and 
factual phases of the subject than teachers 
realize. The new crop of students each year 
has not progressed along with the teacher 
and researcher. Neither have they observed, 
except superficially, even the marketing in- 
stitutions around them. Hence, the rather 
large portion of the book (the first four 
parts, or about 45, per cent of the pages) that 
might be considered more descriptive than 
analytical is highly desirable. These well- 
written, up-to-date sections alone make the 
book worthy of consideration for adoption. 

Although recognizing the concreteness of 
the commodity approach, it has been used 
only to a limited extent in order to avoid 
repetition, the use of too much space, and 
the over-emphasis on the effects which dif- 
ferences in commodity characteristics have 
on the marketing system used. Two chap- 
ters, however, are concerned directly with 
the marketing of industrial goods and agri- 
cultural products, and marketing illustra- 
tions drawn from other commodity groups 
are presented throughout the text. 

Although mentioned briefly in the intro- 
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ductory chapters, the main discussion of the 
marketing functions comes in the second 
portion of the book, a placement which 
limits some of the analytical discussion of 
the retail and wholesale structures and 
agencies presented earlier in the text. How- 
ever, this may be as desirable as starting 
with the functions (a common pattern in 
marketing texts), and then examining the 
institutions in light of their performance 
of the functions. The relative importance 
of this section has been increased, but the 
presentation of certain parts of the material 
has been simplified or made less technical, 
as, for example, the more involved aspects 
of futures trading and hedging. An attempt 
has been made to present the functions as 
present-day methods, with a condensation 
of the historical development of the func- 
tionaries, so that the picture is less clouded 
with references which may be unfamiliar to 
the student. 

The section on marketing policies pre- 
sents the usual materials on product, brand, 
distribution, and pricing decisions which 
must be made by the marketer. Although 
it would be a difficult task, perhaps a dis- 
cussion of these policies from the point of 
view of the consumer would be more in 
keeping with the rest of the book. This 
comment is less pertinent to the three chap- 
ters on price which are up-to-date and 
should provide considerable stimulation 
for classroom discussion. 

The seventh part is somewhat different 
from sections in older texts dealing with 
the appraisal of our marketing system, 
since the chapter on costs and efficiency 
stresses the “value added” concept rather 
than cost relationships. 

Looking at the book from the point of 
view of the classroom teacher, it appears 
readable and “teachable.” It surely is a 
current presentation of marketing facts and 
problems. Some of the points stated above 
are presented, not so much as a criticism 
of this text, but rather as indicative of the 
problems confronting both authors and 
teachers in trying to encompass so much in 
a single course. 


Previously a two-man production, a third 
author’s name appears on this sixth edi- 
tion. This reviewer, like all his marketing 
friends, regrets that Professor Maynard will 
not see the acceptance of this new edition 


by many schools as their basic marketing 
text. 


DONALD F. MULVIHILL 
University of Alabama 


FURNITURE MARKETING, by Kenneth 
R. Davis. (Chapel Hill: University of 
North Carolina Press, 1957. Pp. 224. 
$5.00.) 


Scholarly studies in commodity market- 
ing have appeared infrequently in recent 
years. The work by Professor Davis strongly 
suggests that new and refreshing insights 
into the marketing process may be acquired 
from a managerial and analytical approach 
to commodity marketing. Whereas the cur- 
rently favored, functionally-oriented ap- 
proach to the study of marketing is based 
on how marketing is carried on, the com- 
modity approach takes what is marketed as 
its point of departure. This book brings to 
mind the possibility of a new general mar- 
keting text which would develop in an inte- 
grated fashion the marketing of various and 
diverse fabricated products somewhat after 
the pattern of Clewett’s significant Market- 
ing Channels. 

The author’s major effort is devoted to an 
analysis of top-level, demand-stimulation 
policies in furniture manufacturing. Ini- 
tially, he states two key problems: increas- 
ing consumer expenditures, and industry 
profits. That these are problems is a truism; 
but to set them in the given framework of 
the furniture industry, or any other indus- 
try, is an entirely different matter. 

Preliminary to his consideration of man- 
agement policies, Professor Davis establishes 
the structure of the furniture industry—the 
structure of supply and the structure of de- 
mand. His “structure” is the end-result of 
an analysis of behavior of selling and buy- 
ing firms in the light of theoretical criteria 
of competitive climate: number of firms, 
homogeneity of products, freedom from in- 
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stitutional restraints on price and output 
adjustments, and extent of knowledge 
among buyers and sellers. With reference 
to the first three criteria, the author per- 
ceives many aspects of a perfectly compeiti- 
tive market both in supply and in demand. 
It is in regard to knowledge of market 
conditions that he finds imperfectly com- 
petitive conditions most striking. Here is an 
industry of many sellers and many buyers 
with no evidence of concentration; products 
enjoy a high degree of substitutability; gov- 
ernmental, trade association, and other pos- 
sible institutional restraints are either in- 
significant or ineffective. On the other 
hand, the pattern of small-scale operation, 
wide variation in products, and market in- 
formation channels of limited utility pre- 
disposes the industry to a condition of 
inadequate knowledge of cost and price 
conditions. 

Product line composition and product 
line change are the first policy areas treated. 
In the furniture industry, product policies 
are the keystone of competitive strategy. 
Furniture manufacturers have tended to 
lengthen their product line to achieve 
greater market penetration. However, prod- 
uct line change policies have had only lim- 
ited success because of ultimate consumers’ 
attachment for traditional styles. 

Given the structure of supply and of de- 
mand in the furniture industry, the author 
tentatively concludes that pricing is not par- 
ticularly effective in gaining a competitive 
advantage. Numerous buyers and sellers, 
high product substitutability, and minimal 
institutional restraints seem to more than 
offset the opportunities for price manipula- 
tion which may be afforded by general 
buyer ignorance of market conditions. Test- 
ing his conclusion on pricing empirically 
is an almost impossible task because of the 
close relationship between product change 
and price change. 

Promotional policies in furniture manu- 
facturing do not appear to achieve the 
status assigned to them by most other con- 
sumer goods manufacturers; the author 
cites the following reasons: small scale pro- 
duction, poor product identification, lack 


of product differentiation, absence of strong 
emotional buying motives, absence of hid- 
den qualities, and relatively stable primary 
demand. At both the manufacturing and 
retail levels, personal selling is the most sig- 
nificant promotional effort (in terms of pet 
cent of sales). The manufacturer utilizes 
advertising and product display to a limited 
extent although the latter plays an impor- 
tant role in this industry relative to others. 
At the retail level, product display costs 
account for a larger proportion of the sales 
dollar than do advertising expenditures. All 
in all, Professor Davis concludes that the 
furniture retailer plays the major role in the 
promotion of furniture to the ultimate con- 
sumer. 

Summing up, the writer notes the re- 
peated complaint that furniture manufac- 
turers have not obtained “their share” of 
the consumer market because their market- 
ing policies have not measured up to those 
of automobile and appliance manufactur- 
ers. Taking the criticism at its face value he 
outlines an “ideal” program of marketing 
management for furniture manufacturers 
patterned after the practices of competitive 
durable goods industries. He thereupon de- 
molishes the proposal by demonstrating the 
impossibility of imposing from the outside 
an “ideal” marketing program upon the 
structure of the furniture industry. 

The writer concludes that it is the nature 
of the furniture product and the forces of 
consumer taste rather than marketing pol 
icy and method that shape the profit record 
of the industry. 

This is largely deductive analysis. Those 
who measure the quality of research by the 
number and complexity of charts, tables, 
and diagrams may be disappointed. This 
reviewer found the study to be refreshing 
and penetrating. Professor Davis's generali- 
zations are not of the desk-chair variety; he 
has dug deeply and comprehensively into 
the industry and has rigorously disciplined 
his observations to the actualities of the 
furniture industry. 

Two levels of demand are considered— 
retail and consumer. At times it is not clear 
to which he is referring; occasionally, one 
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or the other is not treated adequately. In 
view of the ultimate significance of con- 
sumer taste, some unified appraisal of the 
psychology and sociology of furniture buy- 
ing and consumption would have been 
helpful. Because of the paucity of compre- 
hensive statistics and the general scarcity of 
objective background material, the author 
has been dependent upon rather thin sup- 
port at some points; he has, however, shown 
extreme care in qualifying his observations. 

Professor Davis has woven one more pat- 
tern in the marketing tapestry; he has docu- 
mented one more segment of our tremen- 
dous marketing process; and he has done it 


admirably. JOHN M. RATHMELL 
Cornell University 


RETAIL MERCHANDISING, by Fred M. 
Jones. (Homewood, Illinois: Richard 
D. Irwin, Inc., 1957. Pp. 698. $6.50.) 


This is a book designed for use as a basic 
text in the beginning retail course at the 
college level. Books published for this pur- 
pose usually are not expected to depart 


widely from other texts in common use with 
respect to major topics included, the extent 
of their coverage, or the general organiza- 
tion of materials. In most respects, Professor 
Jones’ book conforms with the texts avail- 
able for use in the initial course, but several 
innovations are introduced which will be 
of particular interest to instructors. 

The book consists of twenty-nine chapters 
divided into seven parts. The basics of re- 
tail merchandising and the more important 
social and economic factors affecting retail 
institutions and trends in operations are 
discussed in Part L. Location, layout, and 
financing the establishment of a retail store 
are considered in Part II. The organization 
of department stores and of chain stores is 
discussed in detail in three chapters, and 
personnel management in one chapter, of 
Part III. Buying, receiving, marking and 
pricing are considered in the six chapters of 
Part IV. Merchandise planning and control, 
including a chapter on mark-on planning, 
are covered in the three chapters of Part 
V. Under the title of “Selling”, sales pro- 


motion, retail sales, personnel management, 
the salesman’s task, display, promotion of 
credit sales, and store services are considered 
in the six chapters of Part VI. Store operat- 
ing statements, the retail method of inven- 
tory valuation, and expense classification, 
control, and analysis are discussed in the 
final section. 

It is in the topics, as well as in the organi- 
zation of materials, under the title of “Sell- 
ing” that the text departs most radically 
from those published to date. Following an 
introductory chapter on sales promotion, 
two chapters under the respcci:ve headings 
of “Managing the Sales Force” and “The 
Salesman’s Task” are presented. The inclu- 
sion of sales-force management in the sell- 
ing section rather than in the personnel 
management section represents an innova- 
tion in the organization of materials and in 
the amount of coverage normally given this 
aspect of retail operations. Since discussion 
of retail selling normally requires some con- 
sideration of sales personnel problems, the 
author’s organization of these materials may 
well prove to be preferable to that followed 
customarily. Further, excellent materials 
are presented on such problems as standards 
for managing the sales force, sales compen- 
sation requirements, and sales contests. 
These are presented at a point where they 
should have more meaning for students, but 
from the viewpoint of organization, the dis- 
cussion of the retail salesman’s task should 
precede that of managing sales personnel. 

Another departure from other texts in 
this section is that this is the first book pub- 
lished for use in the introductory retailing 
course which does not contain a separate 
chapter on advertising. Some of the more 
important management phases of this area 
are considered in various sections, however, 
and include: institutional advertising, me- 
dia policy, advertising allowances, and the 
control of advertising expense. Also, the 
functions of specialized advertising execu- 
tives are outlined in the section on depart- 
ment store organization. 

The type and the amount of attention 
given advertising in the introductory course 
in different colleges and universities vary 
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widely because of differences in instructors’ 
concepts and interests, as well as because of 
the varied curricula requirements and op- 
tions available to students. It is probable 
that less time is given today than in the past 
to advertising in the initial retail course, 
but this is a most significant aspect of suc- 
cessful store operation and should be given 
proper attention in some course of the stu- 
dent’s program of study. Instructors who 
use Retail Merchandising as a basic text 
and consider it desirable or necessary to 
give special attention to advertising in the 
introductory retailing course will need to 
use extensive supplementary materials for 
this purpose. 

As has been noted, the final chapters are 
concerned with expense classification, con- 
trol and analysis. These topics may “tie to- 
gether” to some extent, at least, the differ- 
ent operational aspects of retailing and 
suggest the need for proper co-ordination 
of all operating factors. The danger exists, 
however, that a final chapter of this nature 
leaves something unfinished from the stu- 
dent’s point of view. Also, cost control, im- 
portant as it is, is but one of the many de- 
vices management uses to co-ordinate and 
control retail operations. The necessary 
summarization of the course, including stress 
on the need for co-ordination of all opera- 
tions, might be presented by the instructor 
in a final lecture, but an over-all point of 
view and a concept of the necessity for co- 
ordination will be more readily grasped by 
the average student if he can also read a 
proper type of summarization. 

It is also regretted that Professor Jones 
did not extend discussion of the finances 
necessary for the establishment of a retail 
store to the problems involved in financing 
a going concern. Significant as initial financ- 
ing might be in the probable success of re- 
tail establishments, current financing prob- 
lems are of greater importance from the 
viewpoint of the retail industry as a whole. 
These problems are given some attention in 
all texts, it is true, but none published to 
this date covers adequately this phase of 
retail management. 

Questions can be raised, and usually some 


criticisms can be made, of any text compiled 
for use in an introductory course which 
covers such a diversified area as the retail 
industry. Concepts differ respecting the 
topics to be included, the amount of cover- 
age desirable or necessary for different top- 
ics, and the sequence in which materials 
should be presented. Because of these con- 
ceptual differences and the variety of condi- 
tions under which the initial retail course is 
offered, it is not probable that a text can be 
devised which will meet satisfactorily the 
desires of all instructors. Nevertheless, Pro- 
fessor Jones has prepared a book which 
merits serious consideration as a basic text 
for the introductory course in retailing. 

It is the opinion of the reviewer that Re- 
tail Merchandising will prove to be a 
“teachable” book. It represents the long and 
successful teaching experience of the au- 
thor, it is written in language which stu- 
dents can grasp readily, and the tabular 
materials and illustrations are selected care- 
fully and presented in a meaningful man- 
ner. The arithmetical aspects of buying, 
pricing, and merchandising control are 
explaind in detail and numerous computa- 
tion examples are shown. These will be 
most helpful to students and will minimize 
the class time usually required for these 
aspects of the retail course. A series of re- 
view questions is presented for each chapter 
together with selected reading references 
and suggested cases and problems. Although 
all instructors cannot be expected to agree 
with the sequence of topics presented, the 
materials are so written that their order can 
be changed readily without serious incon- 
venience or loss of continuity. 


C. H. McGREGOR 
University of North Carolina 


SALES MANAGEMENT (Third Edition), 
by Harold H. Maynard and James H. 
Davis. (New York: The Ronald Press 
Company, 1957. Pp. 666. $6.75.) 

The third edition of this textbook brings 
up-to-date a work which has been a stand- 
ard in sales management since the first edi- 
tion was published in 1940. The current 
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edition follows the organizational pattern 
of the second edition, which was published 
in 1950. The emphasis of the new edition 
has shifted at several points to reflect some 
recent changes in the scope of the sales man- 
agement function. For instance, a new chap- 
ter on break-even analysis has been added, 
while materials on sales manuals, equip- 
ment, conventions, and techniques of cost 
accounting have been reduced. 

The authors describe the task of the book 
as one of analyzing the basic principles and 
procedures underlying effective perform- 
ance of the sales function at the higher 
administrative levels. The viewpoint of the 
book is that of the principal marketing 
executive, not necessarily of the manager of 
sales operations. This orientation reflects 
continuing changes in the basic concepts of 
sales management which have resulted in 
more sales managers developing into major 
marketing executives with correspondingly 
broad fields of interests. This trend makes 
quite appropriate for collegiate use a text 
which emphasizes principles and problems 
of market planning and minimizes tech- 
niques, as does this book. 

Twenty-nine chapters are divided into 
five parts. Part I consists of a ten-page, one- 
chapter introduction to the field. Part II, 
Organizing for Sales, is composed of five 
chapters which cover organization princi- 
ples, structure, sales department relation- 
ships, the sales manager as a major market- 
ing executive, and morale as a factor in sales 
leadership. 

Part III, Planning and Controlling Sales, 
contains four chapters. In sequence, the au- 
thors consider marketing research, sales 
forecasting, market potentials and_ sales 
quotas, and sales territories. 

Part IV, Operating a Sales Force, is com- 
posed of eleven chapters. This section in- 
cludes materials on selection, testing, train- 
ing, compensation, salesmen’s traveling 
expenses, and supervision and evaluation. 

Part V, Formation of Sales Policies, con- 
tains eight chapters. Materials on sales, 
price, and service policies are included 
together with chapters on testing and de- 
veloping new products, channel of distribu- 


tion choice, distribution-cost information 
and standards, and sales budgets. The clos- 
ing chapter discusses some further applica- 
tions of cost analysis to policy. 

Each reader brings to an evaluation of a 
textbook preconceptions as to what consti- 
tutes the ideal text in a field. For instance, 
some teacher-readers visualize the sales 
management area as most effectively studied 
through cases. Others favor a text of the 
handbook variety stressing techniques. 
These instructors might prefer to supply 
the descriptive and theoretical framework 
of the course themselves. Other teachers 
prefer a management-oriented text, perhaps 
one accompanied by cases or problems. Still 
others might prefer a text rooted in mana- 
gerial economics. These differences and 
preferences are the measure of the market. 

Clearly, no one text in an area as fluid 
and dynamic as marketing can satisfy all 
publics interested in sales management. 
Nevertheless, this book will be welcomed 
by all teachers of sales management and by 
many sales executives. Those searching for 
a management-oriented textbook will find 
that this edition brings them closer to their 
ideal volume. All teachers will find it a de- 
sirable addition to their working library. 
The book should also serve sales executives 
as a useful reference volume and as a guide 
to policy decisions. A large amount of de- 
scriptive material is included, but the au- 
thors have made an effort to focus on prob- 
lems solving and decision making. Many 
examples of existing practice are included 
to illustrate points throughout the book. 

The authors have been particularly suc- 
cessful in applying principles and applica- 
tions first developed in industrial manage- 
ment to sales management. The literature 
of business administration treating plan- 
ning, organization, and control has been 
explored for its relevance to sales manage- 
ment problems. The materials on distribu- 
tion-cost information and standards may be 
cited in this respect. The pages covering 
cost and break-even analysis will be of spe- 
cial interest to many. Indeed, the last three 
chapters of the book which focus on cost 
information, standards, and analysis might 
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well be required reading for students being 
introduced to sales management through 
other texts. 

The problems and questions at the end of 
most chapters are helpful in giving the book 
its managerial thrust. Many of the problems 
should provide provocative discussion ma- 
terials for college class rooms and business 
training programs. Some instructors might 
wish that a few of the more challenging 
problems had been expanded, perhaps even 
developed into cases. Some integrating cases 
at the end of each major part might have 
added another dimension of usefulness to 
the book. 

The great merit of the book is that it sup- 
plies a substantial and solid array of funda- 
mentals about the current status, structure, 
problems, and to an appropriate extent, the 
techniques of sales management. The pres- 
entation is lucid and convincing. Students 
should not have difficulty reading and un- 
derstanding, nor instructors teaching, this 
educationally sound and comprehensive 
book. 

If the volume has any lack it may be in 
its failure to break new ground in sales or 
marketing management. Perhaps a_ basic 
textbook may be only a place to record, not 
to begin, break-throughs in marketing 
knowledge. Yet, some teachers searching for 
a new treatment of sales management, con- 
tinue to look for this type of advance in the 
basic texts they read and teach. Some mar- 
keters, teachers, and practitioners believe 
that as crucial a problem as any facing mar- 
keting managers is the task of adapting re- 
search in the behavioral sciences to market- 
ing. It now seems clear that the challenge 
and potential of such adaptations is great. 
Yet, to date, little initiative has been shown 
by authors of marketing textbooks in devel- 
oping an interdisciplinary attack on impor- 
tant marketing problems.’ More specifically, 
some of the recent advances in knowledge 
made in the behavioral sciences about 
motivational factors in productivity, and 
human relations generally, could be of con- 
siderable interest to marketing managers. 


1 Marketing Management by John Howard is a 
step in this direction. 


Inevitably, some topics of current interest 
to sales managers have not been included in 
the otherwise comprehensive subject index. 
The authors have not treated subjects such 
as creative thinking, brainstorming, opera- 
tions research, communications theory, and 
the marketing mix. Perhaps, the promo- 
tional-mix problem, particularly, is of 
enough sales-management significance to 
warrant textbook attention. It is in such 
areas that marketing executives of tomor- 
row will find their challenges and solutions 
to their problems. If the prime task of sales 
management is, in essence, creative adapta- 
tion to a changing environment, then text- 
books might well give more attention to 
aspects of the field that are currently in flux. 
Exposure to the frontiers of knowledge in 
marketing could be beneficial to students 
even in an undergraduate course. However, 
authors are confronted by definite publica- 
tion limits which force difficult decisions as 
to what must be omitted. On balance, these 
authors have chosen wisely. 

As a final note, it should be observed that 
the book is one of the last publications of 
Professor Maynard. It is a worthy addition 
to his other contributions to marketing lit- 
erature. A book needs no higher recom- 
mendation to marketing students. 


EUGENE J. KELLEY 
Michigan State University 


RETAIL MANAGEMENT PROBLEMS 
(Revised Edition), by C. H. McGregor. 
(Homewood, Illinois: Richard D. Ir- 
win, Inc., 1957. Pp. 256. $3.50.) 

Professor McGregor has improved an al- 
ready fine retailing case problem book with 
this revised edition. The first edition was 
published in 1953. 

The format of the book follows closely 
that found in the first edition. The single 
change has been to move the Personnel sec- 
tion forward and combine it with a limited 
amount of material concerning Store Or- 
ganization. There are 10 major sections con- 
taining a total of eighty-six cases and prob- 
lems. 
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I. Retail Fundamentals 
II. Store Location and Layout 
. Store Organization and Person- 
nel 
IV. Merchandise Policies and Buy- 
ing 
V. Stock Planning and Control .... 
VI. Price Policies and Pricing Prac- 
tices 
Selling, Advertising and Sales 
Promotion 
VIII. Customer Services 
IX. Accounting and Finance 
X. General Management 


Vil. 


“In most of these ten sections there is a 
balanced proportion maintained between 
new and old materials. The only exception 
is in the Merchandise Policies Fundamen- 
tals where most of the material is new, and 
the problems include data from the 1954 
Census of Business. 

Thirty six of the problems are new while 
fifty represent a carry-over from the earlier 
book. Many may join the reviewer in wish- 
ing that a higher percentage of the cases 
were new material, but users will find that 
most of their old favorites have been re- 
tained. 

The case problems represent a wide range 
of retail store types covering nineteen differ- 
ent retail lines plus five problems involving 
retail merchants associations. Close to 50 
per cent of the problems are concerned with 
department stores and apparel stores. This 
does not appear to be excessive when com- 
pared to other retailing case books. It might 
have been better balanced, however, if a 
few more problems involving stores selling 
major durable goods had been included. 

The typical problem ranges from two to 
three pages in length and is followed by 
questions (usually two or three), which pre- 
sent the issues involved. The author also 
has revised the questions used with many of 
the carry-over problems, often replacing a 
single general question with two or three 
questions on specific issues which might be 
considered. For those teachers who prefer 
to have printed questions at the end of a 
case problem, these additions will no doubt 


be useful. They will not be welcomed by 
those, this reviewer concluded, who believe 
that the student's first task in a case problem 
is to delineate the issues or problems. 

This new edition brings a justifiable in- 
creased emphasis on “medium-size” stores. 
The author points out that, “These repre- 
sent the establishments that are making the 
greatest efforts to improve their market 
position and in which the larger number of 
management problems arise because of the 
increasing size and competitive pressures.” 

According to the author’s concept, “No 
acceptable definitions are available for de- 
lineating these size groups—smaller and 
medium-size stores—precisely, but limited- 
line stores have been selected which have 
annual sales as high as $750,000 and depart- 
ment stores with sales of as much as $5,000,- 
The brevity of most of the problems 
means that only the bare bones of the prob- 
lem situation can usually be presented. 
There is usually little descriptive material 
in the cases to illustrate practices and prob- 
lems which may be unique to a particular 
type of store. Neither can environmental 
conditions be detailed in cases of this 
length. 

From the student’s point of view it would 
be more valuable if there were more explan- 
atory information included with specific 
problems. An alternative would be to in- 
clude references for certain cases with which 
the student could strengthen his analysis. 
There is only one footnote reference and no 
explanatory footnotes in the entire book. 

Such a dearth of textual and reference 
material may restrict the value of this book 
as the sole text in curricula which include 
only one retailing course. The book will 
probably have greatest usage as a supple- 
mental problems book in conjunction with 
the traditional undergraduate retailing 
“principles” courses. For example, a tradi- 
tional text, plus this case book would serve 
admirably for a two-semester course. It 
could also serve as the text in a second 
course in retailing following the traditional 
“principles” course. 

While some of the above comments are 
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somewhat critical, on balance it is a good 
retailing case problems book, and will be 
welcomed by college-level retailing instruc- 
tors. It should receive a wide and continued 
acceptance in educational circles as well as 
in retail executive training programs. 
WILLIAM EMORY 

Washington University 


UNITED STATES v. UNITED SHOE 
MACHINERY CORPORATION, by 
Carl Kaysen. (Cambridge: Harvard 
University Press, 1956. Pp. 404. $6.50.) 


In 1950, after having finished his grad- 
uate work in Economics at Harvard Univer- 
sity, Professor Kaysen was appointed “law 
clerk” to Judge Charles E. Wyzanski, Jr. of 
the United States District Court of Massa- 
chusetts. Judge Wyzanski was then hearing 
evidence in the anti-trust suit brought by 
the Federal government in 1947 against 
United Shoe Machinery Corporation. The 
government in its brief claimed that United 
had violated Sections 1 and 2 of the Sher- 
man Act: Section 1 declares _ illegal 
“... every contract, combination . . . or 
conspiracy in restraint of trade . . .”, Sec- 
tion 2 states that “. . . every person who 
shall monopolize, or attempt to monopolize, 
or combine or conspire with any other per- 
son or persons, to monopolize, any part 

. .” of interstate commerce is committing 
a criminal offense. 

Professor Kaysen’s duty was to present to 
the Court an economic analysis of the case. 
This report occupies the major portion 
(Chapters II through VIII) of the book. 

In these chapters he examines United's 
market position, in terms of market power 
and market performance, for shoe ma- 
chinery and for shoe machinery supplies 
Kaysen comes to the conclusion that in both 
markets United occupied a position of con- 
siderable market power, the result partly of 
its large absolute size, partly of its broad 
product line, and partly of its high market 
shares. The analysis is excellent, so that 


1 United States v. United Shoe Machinery Corpo- 
ration (Civil No. 7198, District Court of Massachu- 
setts). 


Kaysen’s conclusions seem quite justifiable 
to the reader. 

The remainder of the book is composed 
of an introductory chapter (Chapter I), a 
statement of the outcome (Chapter IX), a 
few thoughts on the anti-trust process 
(Chapter X), and both the Government's 
brief (Appendix A) and the revised final de- 
cree (Appendix B). The addition of these 
items makes the book considerably more 
valuable to any reader who does not relish 
searching through several different sources 
in order to obtain a relatively complete pic- 
ture of the case. 

The decision was reached by the District 
Court in February, 1953.2 United appealed, 
but the Supreme Court upheld the lower 
court’s decision in May 1954, six and one- 
half years after the government filed its orig- 
inal brief.2 United Shoe Machinery Cor- 
poration lost the case. Based upon United’s 
supplying over 75 per cent of the demand 
for shoe machinery, the Court concluded 
that “... United has such substantial 
power as to give it effective control of the 
shoe machinery market.” 

One of the chief sources of this power was 
United’s practice of making its important 
machines available to shoe manufacturers 
only on lease, never for purchase. Through 
the instrument of the lease, the Court ar- 
gued, United had erected a barrier to com- 
petition. The leases had been broad in cov- 
erage, their terms covering not only the 
renting of the machines from United but 
also their repair. For example, United made 
its parts available only to those who utilized 
its repair service. These conditions in the 
leases tended to tie the shoe manufacturer 
to United as the sole source of all his shoe 
machinery. If United sold the machines, 
rather than leased them, these tie-ins could 
not be effected. Therefore, in order to pro- 
mote competition, the Court decided that 
United should be forced to offer for sale any 
machine that it offered for lease. 

An offer to sell will result in a sale only if 


*United States vy. United Shoe Machinery Cor- 
poration, 110 F. Supp. 295. 

* United States v. United Shoe Machinery Cor- 
poration 347 US 521. 
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the price asked is low enough ‘o attract a 
customer. The Court recognized that 
United could perpetuate the leasing of shoe 
machinery as its sole activity by setting the 
sales price so high that it dissuaded any 
potential buyers. Therefore, it declared that 
the terms for sale must be such “. . . as do 
not make it substantially more advanta- 
geous for a shoe factory to lease rather than 
to buy a machine.” 

When it came to establishing prices, 
United had to contend with both new and 
used machines. Since there is excess capacity 
in shoe manufacturing and a low obsoles- 
cense rate in shoe machinery, the more sig- 
nificant of these were the used machines. 
There were two elements in the price calcu- 
lation: the “price” of the machine when 
new, and the discount in this initial price 
with age. 

United proposed high prices down the 
line, so high that, if obtained, the stock of 
leased machines would have yielded nearly 
ten times ($225 million) its book value 
($28.1 million). The initial prices were con- 
siderably higher, and the discount rates 
considerably lower, than the shoe manufac- 
turers who were considering purchasing the 
machines thought was fair. Through their 
trade association, the National Association 
of Shoe Manufacturers, they appealed to 
the Court for lower prices and higher dis- 
count rates. Under some pressure, United 
compromised with the Association. The ini- 
tial price of each machine was determined 
as its factory cost, plus development ex- 
penses, plus 100 per cent. This still put the 
initial prices above those on the balance 
sheet ($120 million v. $53.5 million for the 
entire stock of leased machines), although 
an allowance for the post-war rise in the 
price level would have tended to make the 
two figures more nearly equal. The discount 
rate was raised above that suggested by 
United but not quite to the level requested 
by the association (see Table 1). The final 
result was closer to the association’s pro- 
posal than it was to that of United. 

It would be of considerable interest to 
know how many used machines actually 
have been sold. Professor Kaysen’s narrative 


ends with the compromise on prices, so he is 
unable to inform us. United, when asked 
by this reviewer, reported that there have 
been substantial sales of outstanding ma- 
chines. 

We might expect the number of used 
machines sold to have been high if at the 
same time the cost of the leases increased. 
The evidence quoted by Kaysen indicates 
that United raised its rates by approxi- 
mately one-third, although its service 
charges may have been reduced simultane- 
ously. On balance, the price of leasing 
United’s shoe machinery has risen; Profes- 
sor Kaysen suggests that United may have 
decided to make the most of its market 
power while it lasts. 

In addition to offering its machinery for 
sale, United was also required to change the 
terms of its leases. The clauses tieing in 
United’s service and parts with the ma- 
chinery were eliminated. Service charges, 
which before the decree had been a uniform 
amount per year, were put on a usage basis. 
Thus, shoe manufacturers who needed little 


in the way of repair were not forced to sub- 
sidize those who required much. 
Three other phases of United's operations 


TABLE 1 
Prices oF Unrrep’s Usep SHOE MACHINERY* 





National Shoe 
Manufacturers Compromise 
Association’s Approved 
Proposal by Court 
5/6/55 5/17/55 


89.9%, 82.4% 
779 73.8 
67.5 65.7 
58.5 58.5 
472 48.8 
40.9 43.0 
33.0 35.8 
28.6 31.4 
23.1 26.2 
21.5 24.8 
16.1 19.8 
15.0” 17.2 
16.0 
15.0” 


United’s 
Proposal 


3/30/55 


Machine Age 
(Years) 





414 15.0 





* This table is found on page 318 of the book. 
» Scrap value 
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were affected by the decree. United was re- 
quired to dispose of its manufacturing fa- 
cilities for such shoe supplies as tacks, nails 
and eyelets. United was also required to 
grant at reasonable royalty rates non-exclu- 
sive licenses on any of its patents and at the 
same time provide access to its technical 
know-how. Finally, United was enjoined 
against acquiring the business of any com- 
petitor and against purchasing its own used 
machines. This last condition was to permit 
the growth of a market for used shoe ma- 
chinery. 

The United Shoe Machinery Corporation 
case has set a precedent, and, therefore, has 
had repercussions in other markets where 
the supplier has leased, but not sold, his 
product.* In January 1956, International 
Business Machines signed a consent decree 
embodying essentially the same conditions 
as contained in the final judgment against 
United.5 I.B.M. is to offer its machines for 
sale, to separate its service activities from 
the rest of its organization, to refrain from 
buying back its own used machines so that 
a second-hand market may be formed, io 
facilitate the entry of competitors into the 
business machines supplies (primarily 
punch cards) market, and to make its pat- 
ents available for license. 

The United Shoe case may have set an- 
other precedent, namely the submission, be- 
fore a decision is reached by the court, of 
an economic analysis of the issues. We are 
accustomed to having economists evaluate 
anti-trust cases after they are decided, but 
to have an economist bring his talents to 
bear on the problem before the solution is 
proposed has been rare. Even rarer is the 
use of economic analysis in formulating the 
complaint or the defense. Yet it can be ar- 
gued that the economic issues underlying 
anti-trust cases will be most clearly stated 
and the remedies will be most skillfully pre- 
scribed if men trained in analyzing the eco- 


*No one, fortunately, has urged that the decision 
be applied to the labor market. 

* United States v. International Business Machines 
Corporation (CCH Para. 68,245, District Court for 
the State of New York, January, 1956). See this 
JOURNAL, XXI, No. 1 (July, 1956), p. 110. 


nomic environment—i.e., economists—are 


used. Observing Professor Kaysen’s scholarly 
analysis of the United case we can see the 
merits of such a course. 

JOHN L. ENOS 
Massachusetts Institute of Technology 


FLUCTUATIONS, GROWTH, AND 
FORECASTING, by Sherman J. 
Maisel. (New York: John Wiley & Sons, 
Inc., 1957. Pp. 552. $7.50.) 

Professor Sherman J. Maisel developed 
his book, Fluctuations, Growth, and Fore- 
casting to show “how dynamic economic 
analysis can be applied in solving many of 
the pressing problems of our time.” He as- 
sumes that many readers will have a knowl- 
edge of only very elementary economic 
principles and therefore develops the tools 
of economic analysis, as they are needed for 
problem solving, in various sections of his 
book. 

He has three main features which he feels 
differentiate his work from more traditional 
books in the field. The first is his simultane- 
ous treatment of the tools of analysis and 
the use of such tools in decision making. He 
does this by presenting throughout the book 
case analyses of business problems and pol- 
icies related to economic fluctuations and 
the corresponding problems and policy is- 
sues for the economy at large. The first case, 
which deals with several policy decisions 
faced by a local department store in adapt- 
ing to the economic situation prevailing in 
1955, is presented at the end of Chapter 1. 

The second major point of emphasis is 
the unified treatment of all factors influenc- 
ing the economy, rather than separate em- 
phasis on growth, business cycles, inflation, 
and the like. This is done by analyzing all of 
the factors which affect the spending de- 
cisions of businesses, families, and govern- 
mental units. 

The third shift in approach is the broad 
coverage of policy. An analysis of the 
courses of action to be followed in the light 
of present and prospective economic devel- 
opments is made not only for governmental 
bodies, but also for businesses and for in- 
dividuals. 
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The first part of the book is a general in- 
troduction to the processes of analysis de- 
veloped in later sections. A study is first 
made of the process of economic decision 
making. Then long-run growth and short- 
run fluctuations are viewed against a back- 
ground of the structure of the American 
economy. 

The second part is devoted to the assem- 
bling of information for analysis. It begins 
with a thorough study of the factors to con- 
sider in selecting data for decision making. 
Next, various types of framework which 
may be used for analysis and decision mak- 
ing are considered. The framework based 
on national income accounts, which is the 
primary one used in this book, is then de- 
veloped. The circular flow of income and 
spending in a dynamic economy is built 
upon this framework, and demand sched- 
ules, curves, and functions are developed as 
tools of dynamic analysis. 

The third part of the book is devoted to 
a study of spending decisions. Factors affect- 
ing personal spending and saving decisions 
are first considered. This is followed by sev- 
eral case studies in consumer demand. One 
involves a short-term forecast of consumer 
spending for nondurables and services in 
1954, another the demand for loans, in 
1955, of a finance company engaged pri- 
marily in financing automobiles, and a third 
the long-run projection of demand for col- 
lege textbooks. 

The factors affecting business spending 
decisions are then developed in some detail. 
This is followed by a case study of the de- 
mand for producers’ durable equipment 
and plant; another deals with changes in 
the level of inventories; and a third is con- 
cerned with the changing demand for real 
estate financing as a result of changes in the 
level of building activity. 

Government expenditures are analyzed 
next and also tax policies and the influence 
of the public debt. A case problem is pre- 
sented dealing with tax policy for 1957. 

After each of these spending streams has 
been analyzed, they are considered together 
to arrive at the total level of spending. The 
process by which the economy will tend 


toward equilibrium is analyzed by studying 
planned and realized spending, instantane- 
ous schedules, and period analysis. In this 
section, the effects of decisions concerning 
saving and investment and of the multiplier 
on the total level of spending are consid- 
ered. The last chapter in this third part of 
the book considers the impact of the pro- 
jected flow of spending on prices, output, 
and employment. 

The fourth part of the book is devoted to 
forecasting. The first chapter considers the 
causal factors in the cyclical process and de- 
velops the cycle pattern. The next section 
reviews the changes which have taken place 
in total expenditures and in expenditures 
in various sectors of the economy since 1913. 

The last chapter in this section is devoted 
to problems and procedures of forecasting. 
After an analysis of several approaches to 
the problem of forecasting, a case is pre- 
sented showing a projection of economic ac- 
tivity for 1955 as published in the 1955, re- 
port of the Congressional Joint Committee 
in the Economic Report. 

The fifth part of the book is devoted to 
questions of policy. Attention is directed to 
dynamic policies for government both in 
the domestic and international spheres. A 
chapter is devoted to dynamic policies for 
business and one to such policies for indi- 
viduals. Policies for business are geared to 
long-run growth, cyclical changes, and price- 
level changes. Policies for individuals are 
based on changes in income and stress the 
development of saving and investment pro- 
grams especially in the face of rising price 
levels. 

The book is written in understandable 
language throughout, which is in itself a 
real achievement in this field. This is es- 
pecially important since it is intended for 
the lay reader and for the undergraduate 
student who is not majoring in economics. 
It is an excellent description of the changes 
taking place in the expenditure streams in 
our economy and of the implications of 
such changes for policy formulation. 

For the practitioner in the field, it is a 
good review and the policy section should 
be especially rewarding. For a graduate 
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course, it can serve as a basis for a general 
overview of the field, but not as the “heart 
of the course.” Too little attention is given 
to the more complex aspects of the changes 
in expenditure streams and advanced dy- 
namic economic analysis. There is also too 
little attention given to the theories of eco- 
nomic development and of cyclical change. 

The most disappointing section to this 
reviewer is that on forecasting. The com- 
plete analysis in Part III stands out in sharp 
contrast to the rather sketchy analysis of 
forecasting in only one chapter in Part IV. 
The lack of a section on forecasting for an 
individual firm will also be disappointing 
to some, especially since the policy section 
covers policies for business. 


CARL A. DAUTEN 
Washington University 


FINANCING GOODS, by Albert G. Sweet- 
ser. (Newton Highlands 61, Mass.: the 
author, 1957. Pp. 609. $8.00, trade; 
$6.00, college; $5.00, library net.) 


It is not the purpose of this new work to 
cover the broad field treated in the ordinary 
textbooks on business finance or corpora- 
tion finance. It is concerned rather with that 
important area of finance directly involved 
in financing the flow of goods from the pro- 
ducer to the consumer, that is, what might 
be called the field of marketing finance. 

Consequently, the author omits by design 
any detailed treatment of such topics as 
forms of business organization, stocks and 
bonds, investment banking, securities mar- 
kets and regulation, combinations, and 
reorganizations. Instead, he limits his subject- 
matter coverage in order to deal more inten- 
sively with those credit activities which are 
immediately involved in financing the 
movement of goods. The twenty-three chap- 
ters of the text are organized under three 
main headings: Part I, “Unsecured Credit”; 
Part II, “Loans Secured by Goods in Posses- 
sion of the Lender”; and Part III, “Loans 
Secured by Goods in Possession of the Bor- 
rower.” 

Part I begins with a consideration of the 
capital requirements created by the mer- 


chandising, production, and storage of 
goods and a discussion of the methods of 
controlling these requirements. Then the 
sources of unsecured credit available for 
meeting such capital needs are examined, 
with special attention being given to owners 
of the business, suppliers of goods, com- 
mercial banks, customers, and sales agents. 

Passing to secured credits, Part II devotes 
three chapters to commission merchants, 
collateralized bank loans, endorsements, 
guaranties, and subordination agreements, 
and seven chapters to warehousing. “The 
disproportionate amount of descriptive ma- 
terial on public warehousing,” in the au- 
thor’s opinion, “would not be needed if this 
field had been treated more thoroughly in 
other textbooks” (p. viii). 

While the methods of securing loans dis- 
cussed in Part II require deposit of the col- 
lateral in the bank or a public warehouse, 
there are other methods under which loans 
may be secured by goods in possession of the 
borrower. The latter constitute the subject- 
matter of Part III, which devotes one chap- 
ter each to mortgages on real estate, chattel 
mortgages, and trust receipts, and ends with 
a chapter on sales finance companies as a 
source of goods-capital. 

The author has prepared this volume to 
serve as an introductory, one-semester text- 
book which may be used to give the student 
a background at the beginning of his study 
of finance, for example, during “the first 
semester of the full-year course on Money 
and Banking or Corporation Finance” (p. 
vii). The book is exceptionally well illus- 
trated. Great care has been taken in repro- 
ducing the great number of legal documents 
and forms shown so that they are not only 
attractively presented but also easily reada- 
ble in every detail. Questions and projects 
are included at the end of each chapter. 
The writing is in a simple and clear style 
which assumes no previous study of econom- 
ics or business on the part of the student. 

While the reviewer hopes that the author 
will expand the scope of his treatment in 
the next edition to include chapters on fac- 
toring and on ordinary accounts receivable 
financing, the present volume may be com- 
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mended as an eminently worth-while pio- 
neering study in the field of marketing fi- 


nance. ~_ CLYDE WILLIAM PHELPS 
University of Southern California 


THE GRAIN TRADE: HOW IT WORKS, 
A DESCRIPTIVE STUDY, by James 
S. Schonberg. (New York: Exposition 
Press, 1956. Pp. 351. $6.00.) 

Mr. Schonberg’s book is exactly what its 
complete title indicates it to be—a descrip- 
tion of the grain trade and how it operates. 
The author states in his foreword “It has 
not been my intention to present an eco- 
nomic treatise on the trade or to discuss 
national policies”. Rather the author's in- 
tention has been to describe the grain trade 
as it is, or at least as it appears to him, with- 
out analysis or recommendations. Mr. 


Schonberg also very correctly points out in 
his foreword “The system of grain handling 
is presented from a Chicago viewpoint”. 
From the book itself it is clear that the 
reader should appreciate not only the geo- 


graphical significance of this statement, but 
also the more important fact that it is 
basically oriented to the role of central mar- 
kets in grain marketing. 

The grain marketing functions and insti- 
tutions discussed include cash and futures 
trading, transportation, storage, inspection 
and grading, market statistics and news, ex- 
porting, grain merchandising by country 
and terminal elevators, grain processing, 
and prices in the grain market. The treat- 
ment of some of these functions is more 
comprehensive than others. The author's 
“Chicago viewpoint” gives his treatment of 
the central-market functions a dispropor- 
tionally heavy emphasis; his description of 
these functions is much more comprehen- 
sive than his discussion of marketing 
through decentralized channels. 

This emphasis on central marketing is 
evident at many points throughout the 
book. The chapter dealing with grain in- 
spection and grading is a good example. 
Here Mr. Schonberg discusses the U. S. 
Grain Standards Act and the grading sys- 
tem, but makes application primarily to 


central marketing. He does not point out 
that grain purchased by country elevators 
from farm producers is not graded by a 
licensed inspector. Nor does he discuss trad- 
ing grade and discount systems used by 
country elevators when buying grain from 
producers. Instead, he deals with the side of 
grading with which his forty-four years of 
practical experience have made him very 
familiar; that is, grading in relation to cen- 
tral marketing. 

One cannot help but get the impression 
at some points that the author’s descriptions 
relate more to the way things happened in 
the “good old days” than under present con- 
ditions. For example, the grain marketing 
activities of the Government in disposing of 
CCC-owned stocks are discussed only super- 
ficially. The trend to decentralization in 
feed manufacturing and other grain-process- 
ing industries, and the resulting impact on 
grain marketing, is not discussed. On page 
115 the author states, “Grain moves to mar- 
ket initially by trucks to country elevators, 
from where it is loaded out in carload lots 
for shipment to terminals or processing 
plants”. This and the discussion following 
emphasizes rail marketing and does not ade- 
quately recognize the rapidly expanding 
truck marketing by country elevators—a 
type of marketing which frequently utilizes 
entirely different channels and procedures. 

But to the reader interested in an under- 
standing of the central grain market and the 
many functions associated with it, the book 
is a valuable contribution to the literature. 
Mr. Schonberg has assembled in one volume 
a wealth of descriptive material which here- 
tofor has been available in printed form 
only in scattered bulletins, pamphlets and 


market reports. RICHARD PHILLIPS 
Iowa State College 


HOW TO MAKE MORE MONEY WITH 
YOUR DIRECT MAIL (Third Edi- 
tion), by Edward N. Mayer, Jr. (Pleas- 
antville, New York: Printers’ Ink 
Books, 1957. Pp. 363. $6.00.) 


The first edition of this book appeared 
in 1950. Mr. Mayer presented at that time 
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the carefully organized results of his analy- 
sis of direct mail advertising based on ex- 
tended experience in the field. 

Not content to rest on prior accomplish- 
ment and recognizing that advertising is a 
dynamic activity, the third edition of How 
to Make More Money with Your Direct 
Mail was published this year. The book has 
been revised, and six new chapters have 
been added to enhance its value to readers. 

The purpose of the book is revealed in 
this paragraph from the Preface: How to 
Make More Money with Your Direct Mail 
contains little that the expert doesn’t know. 
The neophyte, however, should find in 
these pages the basis and background for 
the creation, production, and distribution 
of successful direct mail. And it is my fond 
hope that in reading, the expert will be re- 
minded of many, many things he has for- 
gotten in the hurry and bustle of today’s 
business demands. 

Has Mr. Mayer achieved his goal? An ex- 
amination of his effort provides convincing 
evidence that the new edition, including the 
new chapters, has pushed back a little 


further the frontiers of ignorance of direct- 
mail advertising activities. 

The book is divided into six parts: “What 
You Should Know at the Start”; “What 
You Put into Direct Mail”; “How Your Di- 


rect Mail Looks”; “Where Your Direct 
Mail Goes, and How”; “How You Can 
Get Better Results”; and “How to Save 
Money”. 

A new chapter in Part I, “Direct Mail: 
Major Advertising Medium”, includes Mr. 
Mayer’s philosophy of direct mail advertis- 
ing in order that readers may become “(1) 
more understanding of direct mail ad- 
dressed to them and thus (2) more realistic 
in their appraisal of the role such advertis- 
ing fills, or might fill, in business activities”. 
The author faces head-on common com- 
plaints about direct mail advertising, 
including: “Sheer volume: ‘I receive seven 
or eight pieces every day’,” “Inappropriate- 
ness: ‘Much of the stuff I have no interest 
in’,” “Mailing lists: “Someone is selling my 
name’,” and “Presentation: “Why did they 
send me this kind of material?’ ” 


Other new chapters are: in Part II, “Six 
Fundamental Principles of Direct Mail and 
Planning Your Direct Mail”; in Part IV, 
“How and When to Mechanize Your List”; 
an in Part V, “How to Handle Inquiries, 
and Can You Measure Results’? 

The chapter on the handling of inquiries 
was of particular interest to the reviewer 
because of a number of experiences with the 
careless handling of requests for additional 
information in response to magazine and 
newspaper advertisements, some of them 
calling for payments to cover the cost of 
handling and mailing. This chapter could 
be worth much more than the cost of the 
book to advertisers, direct mail and other- 
wise, who are failing to realize maximum 
benefits from their investments because of 
careless handling of inquiries. 

Who can use this book? The expert may 
refer to it as an extended check-list of fac- 
tors to keep in mind in the conduct of his 
work. The businessman using direct mail 
as one medium of communication will find 
ways to increase the effectiveness of his ef- 
forts. The student may learn from Mr. 
Mayer’s discussion that direct-mail adver- 
tising plays an important role in the mar- 
keting of goods and services, and this book 
makes available to him a well-organized 
statement of how to do it. The teacher may 
use the book as a source and reference vol- 
ume in general and specialized advertising 
and marketing courses. 

A weakness of the book is the small size 
of some of the illustrations, as in the chap- 
ter, Twenty-one Kinds of Direct-Mail Let- 
ters. It is impossible to distinguish the 
differences among the mimeographed, mul- 
tiprinted, offset, and multigraphed exhibits. 

The reviewer questions also the inclusion 
of extensive tables of postal rates. To in- 
clude information subject to such rapid 
change as post office charges (changes ef- 
fective July 1, 1957, already have reduced 
the value of the tables) was bold perhaps to 
the point of brashness. Mr. Mayer might 
better have listed the various services avail- 
able and have directed the reader to his 
local post office for specific rates. 

The author is well-qualified to write au- 
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thoritatively about direct-mail advertising. 
President of James Gray, Inc., a house 
highly regarded in the field, he is former 
president of the Direct Mail Advertising 
Association and of Mail Advertising Service 
Association, International, a consultant to 
United States Information Agency and was 
the first winner of the Miles Kimball Gold 
Medal Award. It is apparent that he has 
managed, in spite of the heavy demands of 
his many activities, to think seriously about 
direct-mail advertising, to view the field ob- 
jectively, and to analyze successful and un- 
successful efforts with the object of develop- 
ing principles to guide future performance. 
His professional attitude is revealed by the 
willingness to share his knowledge and thus 
make a contribution to advertising students 
and practitioners. 

Mr. Mayer believes there is room for 
great improvement and for increased effec- 
tiveness in direct-mail advertising. This can 
come about, he suggests, by the more 
rigorous application of the knowledge that 
is available about this lively and interesting 
segment of advertising activity. 

ELLIS H. NEWSOME 
State University of Iowa 


PUBLIC RELATIONS IDEAS IN AC- 
TION, edited by Allen H. Center. 
(New York: McGraw-Hill Book Com- 
pany, Inc., 1957. Pp. 327. $5.00.) 

The author has made another construc- 
tive contribution to the growing literature 
of public relations. Designed for the oc- 
casional user of public relations rather than 
the professional, teacher or student, this 
book is a compendium of more than five 
hundred practical public relations ideas 
used by large and small corporations, pub- 
lic utilities, trade associations, banks, and 
insurance companies. The public relations 
activities of several hundred organizations 
are presented in the form of case histories 
and short descriptions of public relations 
projects in the areas of employee, stock- 
holder, community, consumer, educational 
and government relations. 

Following the case histories in each area 


is an addendum with paragraph descrip- 
tions of the public relations projects of 
numerous organizations featuring a wide 
variety of activities such as plant tours, open 
houses, parties, exhibits, parades, awards, 
pageants, club sponsorship, youth programs, 
beauty queens, contests, films, anniversaries, 
welfare activities, seminars for educators 
and a variety of special events. The author 
has apparently researched extensively the 
various public relations periodicals and 
books published over the years and brought 
together a comprehensive collection of 
practical public relations projects. Although 
many of these ideas are not unique, they are 
effective public relations tools. 

The book has a decidedly practical ap- 
peal through the actual case histories pre- 
pared by public relations managers, pub- 
licity directors, and counselors of leading 
corporations. There is commendable variety 
in the subject matter of the cases ranging 
from ridding a city of rats, to making the 
coffee-break an American institution. The 
results of each program are described in 
most cases to give the reader a clear con- 
ception of the effectiveness of the project. 

More background material on the objec- 
tives, organization and other activities of 
the public relations programs described in 
the cases would make them more compre- 
hensive and meaningful to the student and 
teacher. In spite of the rather sketchy nature 
of some of the cases, they serve their pur- 
pose in describing in general the nature of 
successful programs and providing usable 
ideas for the occasional user of public rela- 
tions. 

Some important areas of public relations, 
particularly stockholder, supplier, dealer 
and distributor relations might be given 
more consideration in this book. Ideas for 
public relations for social, religious, educa- 
tional, charitable, union and other non- 
profit organizations might also be included. 
The employee relations cases deal largely 
with incentive and suggestion plans for 
cutting costs, improving quality and increas- 
ing profits rather than with employee com- 
munications. 

The book serves a valuable purpose by 
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acquainting the businessman with no ex- 
perience or training in public relations, and 
no funds to secure professional counsel, 
with the practical techniques of public re- 
lations which may be readily adapted to dif- 
fering types of enterprises. 

The editor has done a commendable job 
of editing the manuscripts of numerous con- 
tributors and fitting them into an effective 
presentation. 

BERTRAND R. CANFIELD 
Babson Institute of Business Administration 


SAMPLING IN SWEDEN: CONTRIBU- 
TIONS TO THE METHODS AND 
THEORIES OF SAMPLE SURVEY 
PRACTICE, by Tore Dalenius. (Stock- 
holm, Sweden: Almqvist and Wiksell, 
1957. Pp. viii, 247. Paperbound, Sw. 
Kr. 20.) 


This book has a two-fold purpose: * 
partly to account for certain aspects of 
Swedish sample survey practice, and partly 
to present some contributions to sample 
survey methods and theories” (p. 1). Except 
for some introductory material on the his- 
tory of sample surveys in Sweden (mainly 
in government), the first aspect relates al- 
most entirely to the development and ex- 
perience of the Survey Research Center of 
the Swedish Central Bureau of Statistics, 
with which the author has been associated. 
The origins of the organization and the 
problems involved in setting up a frame for 
Sweden and in developing a field staff are 
very well treated. The extent and frankness 
with which interviewer selection and train- 
ing are discussed could well serve as a model 
for other survey organizations. 

The contributions to survey methods and 
theories contained in this volume consist of 
the application of statistical theory to prac- 
tical problems encountered in almost all 
surveys but which are often resolved in a 
more or less arbitrary fashion. These include 
the treatment of nonresponse, optimum de- 
sign in the multiparametric case, and ob- 
taining estimates for parts of a population 
as well as for the whole. In each case, alter- 
native approaches presented previously are 
summarized, and the author then proceeds 


to present a few possibilities of his own. In- 
volving such novel ideas (to sampling) as 
indifference curves and linear program- 
ming, these ideas are generally quite pro- 
vocative, though their applicability is at 
times not an easy matter. 

Much of this material has already been 
published elsewhere, though not readily 
available to readers in this country. Indeed, 
it appears to this reviewer as if a third, un- 
acknowledged, objective of this book was 
to bring together in one volume the author’s 
experiences and ideas, as revealed in earlier 
article publications. As such, it has the 
usual advantages and disadvantages of this 
type of book. 

This book is to be recommended pri- 
marily for the sampling practitioner and 
statistician as a source of information on (a) 
the manner in which one semi-government 
survey organization took shape, and (b) in- 
teresting discussions of approaches to op- 
timum solutions of various problems 
encountered in conducting sample surveys, 
particularly multi-purpose surveys. A knowl- 
edge of sampling theory is presupposed, 
though the book is relatively non-mathe- 
matical. Such mathematics as is used is on a 
fairly elementary level and is presented very 
clearly. 

ROBERT FERBER 
University of Illinois 


BRIEFLY NOTED 


STATISTICAL SOURCES FOR MARKET 
RESEARCH, by The Market Research So- 
ciety, London. (Lingfield, Surrey, England: 
The Oakwood Press, 1957. Pp. 32. 10s. 6d.) 


A survey of the sources of statistical informa- 
tion relating to the economy of the United 
Kingdom. The data covered include: popula- 
tion and vital statistics, labor and employment, 
raw materials, industry, building and housing, 
transport and communications, retail trade and 
distribution, national income and expenditure, 
local government, foreign t-ade, and advertising. 


SALESMEN’S COMPENSATION AND IN- 
CENTIVES (Report #1), by the Sales Ex- 
ecutives Club of New York. (Pleasantville, 
New York: Printers’ Ink Books, 1956. Pp. 72. 
$15.00.) 
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SALESMEN’S PRINTED MATERIALS AND 
EQUIPMENT (Report #2), by the Sales Ex- 
ecutives Club of New York. (Pleasantville, 
New York: Printers’ Ink Books, 1957. Pp. 56. 
$15.00.) 


SALES CONTROLS, QUOTAS, AND FORE- 
CASTING (Report #3), by the Sales Ex- 
ecutives Club of New York. (Pleasantville, 
New York: Printers’ Ink Books, 1957. Pp. 54. 
$15.00.) 

These are the first reports of a series being 
prepared by the Research Workshop of the Sales 
Executives Club of New York. The data are 
based on questionnaire returns from members 
of the club. 

A major part of the first report deals with the 
use of incentives beyond normal salary and com- 
mission. Several tables are devoted to the char- 
acteristics of the 132 respondent companies and 
their sales forces. 

Of the approximately one hundred respond- 
ents included in the second report, 85 per cent 
use printed sales aids, about the same percent- 
age use advance proofs of national advertising, 
and nearly 40 per cent use films. About one-half 
of the companies claim that their salesmen make 
full use of the materials furnished. 

The third report, based on a sample of 108 
firms, indicates that 28 per cent of the firms in 
the sample do not forecast, or forecast very little. 
Among those who attempt a forecast, two-thirds 
are satisfied with their forecasts, and nearly 
three-fourths state that their forecasts have been 
“quite accurate,” although this term is not de- 
fined. Although 60 per cent think there is room 
for improvement in methods of setting up sales 
quotas and territories, 82 per cent expect to con- 
tinue with their present system. 


THE DYNAMICS OF CAPITALISM, by Julius 
T. Wendzel. (New York: Harper and Broth- 
ers, 1956. Pp. 175. $3.50.) 

It is the author’s belief that booms and deep 
depressions are neither normal nor necessary in 
our economy and that the causes of breakdown 


are surmountable and must be overcome. In this 
little book, the author discusses three spheres of 
economic life in which increased understanding 
is important. These consist of the nature of the 
productive task that lies ahead, the structure and 
growth-power of capitalism, and the factors 
which constitute a drag on economic growth, as 
well as those which lead toward cyclical break- 
down. 

To conclude the analysis, recommendations 
are made relative to the necessary flow of capital 
to enterprisers, the stabilized expansion of the 
money supply, and the need to secure govern- 
mental economic and fiscal policies which are 
coordinated with governmental monetary and 
credit policies. 


LINEAR PROGRAMMING, by Dakota Ulrich 
Greenwald. (New York: The Ronald Press 
Company, 1957. Pp. 75. $3.00.) 

For those who have an interest in linear pro- 
gramming and some knowledge of college alge- 
bra, this monograph explains in comparatively 
elementary fashion the simplex algorithm used 
in hand-composed solutions of linear program- 
ming problems. 


A SHORT DICTIONARY OF MATHEMAT- 
ICS, by C. H. McDowell. (New York: Phil- 
osophical Library, 1957. Pp. 63. $2.75.) 


This useful little dictionary contains the 
mathematical terms in common use in arithme- 
tic, algebra, geometry, and trigonometry. The 
definitions are accompanied by examples and 
graphic illustrations. 


TABLES OF THE NON-CENTRAL t—DIS- 
TRIBUTION, by George J. Resnikoff and 
Gerald J. Lieberman. (Stanford, California: 
Stanford University Press, 1957. Pp. 389. 
$12.50.) 

Included are tables of the probability density 
function, the probability integral, and the per- 
centage points of the non-central t—statistic, 
plus an introduction. 








A Theory of the Consumption 


Function 


By Milton Friedman 


In this volume a distinguished American economist presents a new theory 
of the consumption function, tests it against extensive statistical material, 
and suggests some of its significant implications. Central to the new theory 
is a sharp distinction between measured income (that which is recorded for 
a particular period), and permanent income (a longer-period concept in 
terms of which consumers decide how much to spend and how much to save). 
Dr. Friedman shows that his hypothesis is consistent with budget studies and 
time series data, and explores some of its far-reaching implications. Pub- 
lished for the National Bureau of Economic Research. 


272 pages. Charts & Tables. $4.75 


Order from your bookstore, or 
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THE DEMAND FOR ALUMINUM: A CASE STUDY 
IN LONG-RANGE FORECASTING 


By James E. Rosenzweig 


. an evaluation of the relative effectiveness of alternative 
techniques of predicting the long-run demand for a growth 
product such as aluminum. Conditions under which various long- 
range forecasting techniques can be most useful'are also dis- 
cussed. 60 pages, $1.00 


BUREAU OF ECONOMIC AND BUSINESS RESEARCH 


University of Illinois Urbana, Illinois 





Please mention the JOURNAL OF MARKETING in writing advertisers 








I wanna be an ad man... 


I want to think nine feet tall. 
Light up the sky with my brainstorms. 


Squeeze an idea until it hollers ‘ouch’. 
I want to make Madison Avenue my street. 


And know one type face 
from another -- 
just like I know people. 


Splash color into ads. 
Make my words jump off the page. 


And then there's media 

and market research 

and photoengraving: the whole shebang - 
from point-of-sale 

to "Duz does everything’. 


I want it to happen to me. 
I want to know all the stuff 
an ad man's world is made of. 


And I know I'll make it with 

Kleppner's ADVERTISING PROCEDURE, 4th Ed. 
It's the ad man's bible 

and the leading text in the field. 


To receive your copy, write: BOX 903 





Aaj PRENTICE-HALL, Inc. 


Englewood Cliffs, New Jersey 











—provides an integrated viewpoint of business— 


BUSINESS POLICIES AND MANAGEMENT 


Third Edition By WILLIAM H. NEWMAN 


Here is a book that deals with the analysis of business problems, the forma- 
tion of policies, and the putting of policies into practice. It is designed to develop 
the ability and the balanced judgment that is needed in handling company-wide 
problems. The systematic “way of thinking” about administrative problems, that 
is important for the successful executive, is emphasized. 


Many of the chapters and the cases treat marketing problems both directly 
and indirectly and point up the relationship of certain marketing policies to 
over-all company operation. 


SOUTH-WESTERN PUBLISHING CO. 
(Specialists in Business and Economic Education) 


Cincinnati 27 New Rochelle, N. Y. Chicago 5 San Francisco 3 Dallas 2 

















AMERICAN ECONOMIC REVIEW 


Contents 
Volume XLVII September 1957 Number 5 
ARTICLES 
Income Taxes and Incentives to Work: An Empirical Study G. F. Break 
Investment Policies and “Dualism” in Underdeveloped Countries A. O. Hirschman 
Inflation in Underdeveloped Areas: A Theoretical Analysis S. P. Schatz 
Factor Proportions in Japanese Economic Development Gustav Renis 
The Multiplier and the Marginal Propensity to Import Miyohei Shinohara 
Factor Substitution, Consumer Wealth, and Growth Stability Franz Gebrels 
CED's Stabilizing Budget Policy after Ten Years W. W. Heller 


The AMERICAN ECONOMIC REVIEW, a quarterly, is the official publication of the American 
Economic Association and is sent to all members. The annual dues are $6.00. Address editorial com- 
munications to Dr. Bernard F. Haley, Editor, AMERICAN ECONOMIC REVIEW, Stanford Uni- 
versity, Room 220, Stanford, California; for information concerning other publications and activities 
of the Association, communicate with the Secretary-Treasurer, Dr. James Washington Bell, American 
Economic Association, Northwestern University, Evanston, Illinois. Send for information booklet. 
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Whe Should 


MARKETING RESEARCH 


While it is our business to provide 
tabulating facilities that utilize all the 
latest equipment for speed, accuracy 
and economy, we believe that our 
responsibility to research directors 
does not start with these electro- 
mechanical services. 

Long experience in working with 
publishers, agencies and research de- 
partments has demonstrated to us 
that the quality of the finished reports 
depends in large measure on the 
thinking and planning that go into 
the project from its inception. 

That’s why STATISTICAL makes pro- 


STATISTICAL 


TABULATING CORPORATION 


Established 1933 - Michael R. Notaro, President 


CALCULATING + TYPING 
TEMPORARY OFFICE PERSONNEL 


TABULATING - 


fessional help available to you, right 
from the start. In resolving your 
ideas. In translating sound thinking 
into all-inclusive questionnaires. And 
then backing up this all-important 
preliminary assistance with respon- 
sible help in the mechanical and 
analytical phases of your project. 

Just a few minutes with one of our 
research specialists will show you 
what this complete service can mean 
to you in producing the quality 
analyses and interpretations required 
in today’s competitive markets. 


CHICAGO 

53 West Jackson, HArrison7-4500 
NEW YORK 

80 Broad Street, W Hitehall 83-8383 


ST. LOUIS 
MAIN. Tenth St., MAin 1-777 


NEWARK 

National-Newark Bidg., MArket 3-7636 
CLEVELAND 

1875 Enclid Ave., SUperior 1-8101 


LOS ANGELES 
5418. Spring St., MU tual 8201 


Please mention the JOURNAL OF MARKETING in writing advertisers 





BOOKS 
from Prentice-Hall 


Stanley’s 
The Technique of Advertising 


Production, 2nd Ed. 
by THOMAS B. STANLEY, Professor Emeritus of 


oo gang «A 
cutet usage are found tha Pm exter 


216 pp. - 8%" x 11%" - Published 1956 - Text price $8.00 


Hattwick’s 


How to Use Psychology for Better 
ising 
by MELVIN S. HATTWICK, diplomate in industrial 


Principles of Advertising 
by PHILIP WARD BURTON, Syracuse University 


PRENTICE-HALL, Inc. 
Englewood Cliffs, New Jersey 








\—- Four Outstanding New 
+ McGraw-Hill Books 


PROBLEMS IN MARKETING 


By MALCOLM P. McNAIR, MILTON P. BROWN, both of Graduate Schoo! of 
Business Administration, Harvard University; DAVID S. R. LEIGHTON, Western 
Ontario College; and WILBUR B. ENGLAND, Graduate School of Business Adminis- 
tration, Harvard University. Harvard Business School Casebooks. New Second Edi- 
tion. 731 pages, $7.00 


A complete revision of a most successful Harvard Casebook. Practically every case problem 

has been replaced by a new one, a total of go cases reflecting problems characteristic of con- 

conditions. For each of the case grouping, an introductory chapter is included to 

give the student useful ideas for analyzing the cases and various sections. An abridged edition 
will be published simultaneously containing one-half the cases in the regular edition. 


CASES IN RETAIL MANAGEMENT 
By M. P. McNAIR, ELIZABETH A. BURNHAM, and ANITA C. HERSUM, all at 
Harvard University. Harvard Business School Casebooks. Ready in October 


The great bulk of this entirely new case collection is drawn from large-scale institutions— 
department stores, chains, and supermarkets—where problems can be examined in the greatest 


detail. The more than 100 cases now included cover the entire range of retailing operations 
and problems, all designed to develop the student’s analytical ability in the face of actual 
business situations. An introductory chapter precedes each case. 


INTRODUCTION TO SALES MANAGEMENT 


By HARRY S. TOSDAL, Harvard University. Harvard Business School Casebook 
Series. New Fourth Edition. 880 pages, $8.50 

Many important new cases have been added to this revision of an outstanding and widely 
adopted book. The brief textual statements of general principles and carefully selected 
longer problems serve as a basis for student study, class discussion and written reports. These 
emphasize essential features of sales management, and are based on actual experiences. A 
series of brief cases and questions adequately cover the practical, technical, social and eco- 
nomic aspects of sales management. 


MARKETING RESEARCH 


By RICHARD D. CRISP, President, R. D. Crisp & Assoc., Chicago. McGraw-Hill 
Series in Advertising and Selling. 798 pages, $7.50 


A thorough and authoritative text providing a general introductory coverage of the entire 
field of marketing research. After an orientation, it discusses the techniques of marketing 
research, the problem-solving process, the major elements in marketing research applications, 
and looks into its future. Numerous examples are based on actual practices of well-managed 
companies. Emphasis has been placed on sales analysis. 


Send for copies on approval 
Sendfor, | McGraw-Hill Book Company, Inc. 


approval | 330 West 42nd Street New York 36, N. Y. 
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